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Airlines, like human beings, benefit much from sea, 
soning. And KLM is the ultimate case in point. 
Almost seven decades ago, KLM launched the first 
regularly scheduled airline flight (carrying two passengers 
and a bundle of  newspapers). 
Today we fly to more cities in  Europe, Africa and the 
Mideast than all U.S. airlines combined. 
Our  Amsterdam hub  has been  judged the  world's best 
airport by international travelers for five straight years. 
And our peers think  so highly of  our service that 
over forty other  airlines choose KLM to train their flight 
crews and service their aircraft. 
All of  which is proof  that,  like people, airlines don't 
get older; they get better. But judge for yourself. Call your 
travel agent or KLM Royal Dutch Airlines. ••+•• 
The airline of  the seasoned traveler.  -
The Reliable Airline  KLM 
Royal Dutch Airlines MARCH  1988 
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A 
fter two days of tough negotiations in Brussels, leaders of the 12 
E.C. countries reached agreement on February 13 on a broad pack-
age of budgetary reforms, changes in agricultural policies and an in-
crease in spending on regional development-the so-called "Delors Plan." 
This plan, proposed last year by E.C Commission President Jacques Delors, is 
significant not only for its immediate effects, but also because it opens the 
way to completing Europe's internal market by 1992-a key European objec-
tive-and because it illustrates that the European ideal is still alive, despite 
the problems of integrating a dozen distinct and different nations. 
While diplomats and politicians may declaim at length on the strong ties be-
tween Europe and the United States, it's not always clear how the average 
American feels about Europe and the European Community. To find out, the 
Gallup Organization recently conducted a poll on American attitudes toward 
European integration, trade with Europe and attitudes toward Europe gener-
ally (cover story, page 22). The results are fascinating: While there is a wide-
spread feeling that ties to Europe have waned over the past decade, Ameri-
cans tend to agree that at least as much attention should be paid to Europe as 
to Japan, and that the integration of the E.C. is a good thing that should con-
tinue. 
Americans-especially those Gallup considers to be opinion leaders-also 
tend to reject the notion that protectionism, whether by tariff, quota or other 
means, is the way to solve the problem of the U.S. trade deficit. Moreover, 
most Americans think that it is still worthwhile to keep U.S. troops in Europe. 
Overall, the poll reflects the fact that Europeans are still held in high regard 
by Americans, and that a deep commonality of attitude and belief still bridges 
the Atlantic. 
Also in this issue, the E.C.'s Auke Haagsma examines the idea of export 
controls from a European perspective; Axel Krause of the International Her-
ald Tribune looks at Norway's interest in developing closer ties with the E.C. 
as the 1992 deadline {or completing the internal market approaches; the 
E.C.'s Commissioner for external trade, Willy DeClercq, shares some 
thoughts on the developing economic interdependence between Europe, the 
United States and Japan, and the responsibilities all three partners share; and 
German Foreign Minister Hans-Dietrich Genscher describes Bonn's full 
agenda for its presidency of the Community, which continues through the first 
six months of this year. New Issue  This announcement appears as a matter of record only.  january n,  19RR 
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Finding A 
Government 
T
he  current  search  for  a 
new Belgian Government 
reminded  a  newspaper  com-
mentator in  Brussels of  a re-
port on a recent match in the 
Karpov-Kasparov  world  chess 
tournament. ''Everywhere you 
look for a move there is some-
thing to block it," the commen-
tator wrote. "There seems no 
way out." But then one of the 
players, I think it was  Kaspa-
rov, made a daring shift that no 
one had dreamt of beforehand, 
and  the victory  was  secured. 
There are no Kasparovs in Bel-
gian politics-at least not that 
I have heard of-but otherwise 
the situation is the same. 
One  worries  about  King 
Baudouin, who is now trying to 
find a man to head the Belgian 
Government. Shortly after the 
general election in  December, 
King  Baudouin  appointed 5}uy 
Spitaels,  the  French-speaking 
Socialist leader, to try to form a 
Government. This was a logi-
cal decision since the Socialists 
had become the largest single 
party in the parliament follow-
ing  the  December  elections, 
thanks  largely  to  their  huge 
vote  in  Wallonia,  the French-
speaking  part  of  the  country 
where  government  cuts  in 
spending on the steel and tex-
tile industries had hurt most. 
Spitaels  was  unable  to  de-
liver,  however.  He  concluded 
that there were two options-
a coalition between the Social-
ists  and  the  Christian  Demo-
4  EUROPE 
crats (en)  or the resurrection 
of the pre-election alliance be-
tween the en and their conser-
vative  partners,  the  Liberals. 
The King  liked neither option 
and called on  Willy  Claes,  the 
Flemish Socialist leader, to de-
vise a way out. Claes was sum-
moned not so much as a poten-
tial  leader  but  as  a  kind  of 
broker.  He  is  an  immensely 
popular and talented politician; 
he  plays  the piano  on Belgian 
television, and leads a popular 
Brussels jazz band; he is proba-
bly the most liked politician in 
Belgium. 
Alas,  he  proved  unable  to 
win  over  the  support  of  the 
Flemish-speaking  Christian 
Democrats  to  his  own  party 
and  without  that backing,  his 
attempts to  devise  a Govern-
ment  were  doomed.  In  Bel-
gium,  it is  not enough to win 
party political support; one has 
to satisfy all  of one's support-
ers that one  is  backing  their 
linguistic claims.  And  this can 
sometimes contradict the offi-
cial party line. 
The King's latest gambit is 
to ask Jean-Luc Dehaene, the 
present Health Minister and a 
rising  star  in  the  Flemish 
Christian Democratic Party, to 
try to put together a Govern-
ment.  This  is  a  provocative 
move.  Political  analysts  in 
Brussels agree that there are 
only  really  two-perhaps 
three-options open: a Social-
ist  -Christian Democratic coali-
tion  or  a  resurrection  of  the 
former center-right en-Liberal 
Government  that  Dehaene  is 
sure to favor. 
There  is  also  a  third 
choice-a grand coalition of all 
Following the December elections, a new Prime Minister has yet to 
emerge to lead Belgium. Above: The Parliament building in Brussels. 
three  main  political  parties. 
This  has  some  charm  for 
Dehaene'  s  followers  who  feel 
he has a good chance of leading 
it, but is nevertheless unrealis-
tic.  The guessing  by  political 
commentators  in  Brussels  is 
that  an  uneasy  alliance  be-
tween the en and the Socialists 
will lead  to the establishment 
of a Government by  mid-year 
but that fresh  elections  could 
follow  soon  after.-ALAN  OS-
BORN 
MADRID 
Trains for the 
21st Century 
0 
ver  the  next  12  years, 
Spain proposes to invest 
a  total  2.29  billion  pesetas 
(about  $20.2  million)  in  the 
modernization  and  improve-
ment of its railway transporta-
tion  network.  As  Transport 
Minister  Abel  Caballeri  ex-
plained, the Railway Transport 
Plan is  "the most outstanding 
railway investment of the cen-
tury,  which  should put RENFE, 
[the Spanish railway company], 
at the same level as Europe's 
best railways." 
The total amount of invest-
ment will be 693 million pese-
tas that the Ministry of Trans-
port  will  provide  toward 
improving  the  substructure, 
and  1.4 billion  pesetas, which 
RENFE  will  supply  to  improve 
and  replace  lines  and  trains, 
and to rationalize and improve 
services. 
The  aim  of  the  plan  is  to 
obtain  a  high-speed  railway 
system of top quality. It is ex-
pected that by 1992, the year 
in  which  the  Universal  Exhi-
bition  takes  place  in  Seville, 
Spain will have trains running 
at  speeds  of  200  kilometers 
per hour (KPH). This top speed will  allow  average  speeds  of 
109 KPH for trips from Madrid 
to La Coruna, 124 KPH to travel 
to Barcelona,  149 KPH  to  Va-
lencia and 177 KPH for the des-
tinations of Valladolid  or Cor-
doba. 
The  most  outstanding 
project  will  be  the  route  be-
tween  Brazatortas  and  Cor-
doba,  which will improve links 
to all parts of Andalusia except 
for Almeria. This new route, in 
which  7  5  million  pesetas  will 
be  invested,  will  have  one 
stretch of  107  kilometers for 
trains with speeds of up to 250 
KPH and will bypass the bottle-
neck  that  Despenaperros 
causes at present. In this way, 
travelling from  Madrid to Se-
ville  will  take  3  hours  and  9 
minutes less  than at present, 
and  2  hours  and  42  minutes 
will  be  saved  by  those  who 
travel from Madrid to Cordoba. 
In  the  Northeast,  where 
some  45  milllion  pesetas  will 
be invested, the project has yet 
to take full shape, although the 
route will also allow for speeds 
of 200 KPH  to 250 KPH,  which 
will  reduce the traveling time 
from  Madrid  to  Vigo  to  6 
hours. On trips from Madrid to 
Bilbao,  travel  time  will  be 
shortened  by  2  hours  and  5 
minutes. 
Speed  and  comfort,  how-
ever,  will  have  to  come  at a 
certain cost. In the train of the 
year  2000,  the  pricing  policy 
·for  fares  for  first -class  travel 
services will be  to  "cover all 
costs."  Lower prices will  only 
be  maintained on  shorter.  and 
regional trips and second-class 
trains  on  longer  trips,  where 
interest in  providing  a  public 
service  is  important.-Re-
printed from  (I  Spain '87': No. 
162. 
The health service in the Federal 
Republic of Germany cost the 
Government about $87 million in 
1987. A draft proposal is now 
being prepared to dramatically 
cut these costs. 
BONN 
Rising 
Health Costs 
S 
oaring health care costs in 
the  Federal  Republic  of 
Germany  are  causing  grave 
concern,  and  Social  Services 
Minister Norbert Bltim is now 
preparing a bill  aimed  at cut-
ting costs that in the statutory 
health insurance exceeded 125 
billion  German  marks  (about 
$87 billion) in 1987. Compared 
with figures of 9 billion marks 
in  1960,  24  billion  marks  in 
1970 and  86  billion  marks  in 
1980,  this  increase  in  health 
care costs to the government 
has  indeed  been dramatic,  to 
the  point  of  health  spending 
itself to death. 
The 1987 figure reflects the 
negative  side  of  a  positive 
development:  Health  protec-
tion today is better than ever. 
Doctors and  hospitals use the 
most  modem equipment,  and 
health insurance, which used to 
pay for  only  the most  neces-
sary things,  nowadays  covers 
almost  everything.  And  such 
extensive coverage is being in-
creasingly taken for granted in 
Germany  where  health  today 
has  become  the  number  one 
priority. 
In  BlUm's  draft  for  drastic  be  covered  by  the  patients 
reductions,  patients  in  future  themselves.  Hospitals,  which 
will  have  to  share  costs  for  have  been criticized for  keep-
eyeglasses,  contact  lenses,  ing patients longer than neces-
hearing  aids  and  medicines.  sary in  order to avoid  budget 
Lengthy cures in  spas will  be  cuts,  will  find  the  number  of 
cut and 50 percent of costs for  hospital beds reduced by about 
dental  treatment will  have  to  100,000. In 1985, there were 
MARCH  1988  S 3,106 hospitals  with  687,000 
beds-or one  bed.  per 90  in-
habitants. 
In  this respect, the Federal 
Republic has done well in inter-
national  comparisons.  Hospi-
tals are operated by the state 
and local governments, welfare 
and  church  organizations  and 
private enterprises. The hospi-
tals  are financed  by  the  con-
tributions  of  the  patients  to 
their  health  insurances  and 
from  public  budgets,  and  the 
federal  government  contrib-
utes 1 billion marks a year to 
the costs. 
The  pharmaceutical  indus-
try also  has  been  blamed  for 
the bloated health costs. While 
the World Health Organization 
says  that only  250  drugs  are 
essential to health, the German 
pharmaceutical·  industry  sup-
plies the German market with 
some 120,000 drugs at exorbi-
tant prices, which are 69 per-
cent higher in the Federal Re-
public  than  the E.C.  average. 
Bliim  demands  cheaper medi-
cine and points out that while 
wages  have. increased  five 
times since 1960, expenditures 
for  health  insurance  have  in-
creased  14  times  during  the 
same period. 
At the end of the 19th cen-
tury,  when rapid industrializa-
tion changed Germany from an 
agricultural  into  an  industrial 
society,  Chancellor  Otto  von 
Bismarck-in order to take the 
wind out of the sails of a grow-
ing  workers'  movement-in-
troduced  progressive  social 
welfare legislation and thus laid 
the foundations of today' s wel-
fare  system.  He  first  pushed 
through  health  insurance  for 
workers in  1883, accident in-
surance in  1884, old-age  and 
invalidity  insurance  in  1887. 
"Today the social welfare net, 
as it is known here, is, in spite 
of recent cuts, still one of the 
best in  the world," comments 
Heinz  Markmann,  director  of 
the Social and Economic Insti-
tute  of  the  German  Trade 
Unions. 
For most West Germans, the 
dismantling of this social secu-
rity system, to which they have 
grown  accustomed,  is  unac-
ceptable. It is a combination of 
self-help  and  communal  help, 
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resting  on  the  one  side  on  cently to  visit an  exhibit  that 
funds raised from membership  illustrated  the  sad  decline  of 
dues, and on the other on com- Greece's  forests,  ravaged  by 
munal  funds.  The  national  fires  every summer,  by  care-
health, pension and unemploy- less  grazing  and  by  illegal 
ment schemes are the pillars of  building.  The  display  was 
the  West  German  system,  timed to coincide with the Eu-
which  at the moment  amount  ropean  Year  of  the  Environ-
to 37.9 percent of gross earn- ment and was organized by the 
ings,  with  employer  and  em- Goulandris  Natural  History 
ployee each contributing half of  Museum, a private foundation 
those dues.  that is  often described as the 
The  negative  demographic  nation's conscience on environ-
development,  which  began  in  mental matters.  And  to drive 
1971 and still continues, poses  home  the  problems  of  Greek 
serious social,  political and in- forests to Athenians who failed 
dustrial problems for one of the  to visit the exhibit, Athens city 
world's  strongest  economies.  hall erected a dozen fire-black-
The country's 22 million gain- ened skeletons of burnt trees 
fully  employed  are  currently  in a pedestrian walkway in the 
supporting  12.5  million  pen- city center. 
sioners,  which  puts  a  heavy  Trees  have  been  under 
burden  not  only  on  the  state  threat  in  Greece  since  anti-
but  also  on  the  nation's  quity: In the 5th century B.C., 
workforce  and on  employers.  Plato complained' about defor-
Experts  say  that the  present  estation  in  Attica;  medieval 
compulsory  contributions  will  shipbuilders destroyed the cy-
have to be doubled in  2030 if  press forests  in  the  south  of 
the  low  birth  rate  continues  Crete;  and  mountain  warfare 
and if  benefits are not adjusted.  and  the depredations of goats 
There  is  thus  great  urgency  were blamed for the disappear-
for  the present reform, which  ance  of  large  tracts of  wood-
BlUm hopes to enforce by Janu- land in more recent times. 
ary 1, 1989. But it is a contra- But  none  of  that can  com-
versial reform. The cuts, crit- pare  with  the  destruction  of 
ics  say,  will  mainly  hurt  the  the  past 20  years,  which  has 
poor  and  trade  union  leader  left  Greece  with  the  lowest 
Ernst Breit says that it "pun- .  percentage  of  forest  land  of 
ishes  the  sick.''-WANDA  any  European  country,  esti-
MENKE-GLDCKERT  mated at just 18.5 percent of 
ATHENS 
Disappearing 
Forests 
G 
reek schoolchildren lined 
up  by  the  thousand  re-
its land area. On average, more 
than 50,000 acres of woodland 
are razed by fires every sum- · 
mer;  and  while  reforestation 
was started in the mid-1970s, 
it  averages  less  than  10,000 
acres annually. And the outlook 
seems to offer little prospect of 
improvement:  Regardless  of 
future fire  devastation,  a new 
law that revises regulations for 
grazing is  expected to reduce 
Greece's  total  forest  area  to 
just  12  percent  of  land  area 
over the next decade,  accord:.. 
ing to a group of forestry ex-
perts at Salonica University. 
What is needed is a crusade 
to save the forests before it is 
too  late.  "That was  the mes-
sage of our exhibit," says Mrs. 
Niki Goulandris, who, with her 
husband, set up the natural his-
tory museum 20 years ago in 
order to fill  a gap in  research 
facilities  and  to  stimulate 
awareness  of  environmental 
problems. In fact, environmen-
tal  awareness  has  increased 
considerably over the past few 
years. The pine-dad mountain-
sides north of Athens used to 
be  a  favorite  target  for  fire-
raisers,  since  it  was  easy for 
building contractors·  to move in 
swiftly afterward before refor-
estation got underway.  Nowa-
days,  although  the  Forestry 
Service  is  still  understaffed, 
volunteers  from  fire-watching 
organizations  regularly  patrol 
the hillsides in summer. 
Contrary to what tourists ac-
customed  to  the  bare  lime..: 
stone  rock  and  waterless 
gulleys of Greek islands might 
expect, it would be biologically 
feasible to reforest most of the 
country-from  pine  woods 
along  the coastline  to  decidu-
ous forests of beech and oak in 
hillsides to the evergreen oaks 
and firs that flourish at heights 
of more than 6,000 feet. That 
would help to prevent soil ero-
sion,  which,  according  to  the 
forestry experts, currently ac-
counts for  the staggering loss 
of  111  million  cubic  yards  of 
earth that is washed away into 
the sea every year-the equiv-
alent in area of a medium-sized 
Aegean island! 
At  present,  the  best  pre-
served areas  of  Greek forest 
lie high in the Pindus range of 
central  Greece,  the  Epirus 
mountains  in  the  northwest 
and  the  inaccessible  Rhodope 
range  that  marks  the  border 
between Greece and  Bulgaria 
and  contains a precious 1,300 
acres of virgin forest-that is, 
an  area  where  the  ecological 
balance  has  never  been  dis-.. 
Carlo De Benedetti, chief executive officer of Olivetti, and one of the most formidable lt1lian entrepreneurs, made a takeover bid for the 
Belgian Societe Generale institution. 
turbed.  While  the  forests 
themselves in  these areas are 
not  considered  to  be  threat-
ened yet, the handful of brown 
bears that live  in  them are-
especially by hunters who can 
sell  one  bear skin  for  several 
thousand  dollars.  Fewer than 
100  bears  are  thought  to  be 
left in Greece and at least nine 
have been captured or killed in 
the  past  winter,  according  to 
environmentalists  who  now 
monitor  hunting  activity  in 
northern  Greece·.-KERIN 
HOPE 
ROME 
Profile Of 
A Businessman 
111 should  like  to  have 
friends;  instead,  I have 
only two, both of them far re-
moved  from  my  professional 
life. But then it should be this 
way;  life  is a balance between 
giving artd receiving, and since 
I  can  only  give  little  in  my 
friendships,  time-wise  and  at-
tention-wise, I don't see why I 
should receive much.'' 
This  remark,  realistic  al-
most to the point  of  brutality 
and  with a subtle vein of sad-
ness,  could  only  come  from 
Carlo  De  Benedetti,  the  sue-
cessful  Italian  entrepreneur, 
who  recently  made  headlines 
with  his  takeover  bid  on  So-
ciete  Generale  de  Belgique. 
His also is a famous statement 
that many people would proba-
bly like to hang in their offices, 
but do  not dare:  "You  cannot 
ask  the employee  of  a  stupid 
boss to work, but only to pas-
sively execute orders." 
Frankness  that  borders  on 
aversion and then often trans-
forms  itself into courage-De 
Benedetti is used to it.  In  the 
years of violent union agitation 
that characterized Italy in  the 
mid-1970s, he was the only en-
trepreneur to openly  declare, 
to the incredulous surprise of 
the press and  the irritation of 
left-wing  political circles,  that 
"in order to make industry and 
the  economy  of  the  country 
progress, the heads of compa-
nies  must  be  able  to  declare 
bankruptcy and fire excess em-
ployees, or at least the absen-
tees." This came at a time of 
considerable support for guar-
anteed  work  for  all,  and  De 
Benedetti's  courage  was  not 
appreciated.  His  car  was 
burned; he was forced to move 
his  family  to  Switzerland;  he 
remained  alone  in  Turin  and 
declared without hesitation to 
the newspaper  Corriere  della 
Sera,  that  he  found  it  very 
tough. "I have three wonderful 
children,  and  it  is  very  hard 
being separated from them.'' 
But  it  did  not  make  De 
Benedetti give up his ideas and 
his  way of doing business. He 
continued to fire whomever he 
wanted,  generally  slow  work-
ers and  others who  could  not 
adapt  immediately  to  his 
stressful  pace.  His  character 
even made him dare to do the 
unthinkable.  In  1975, he  was 
placed  at the head of Fiat by 
Giovanni  Agnelli  (he  was  a 
schoolmate of his brother Um-
berto and  has  always  lived 'in 
the same building  in  Turin as 
Italy's most powerful  family), 
but  resigned  after  only  150 
days.  "We  saw  things  differ-
ently  on  certain  matters  of 
management,"  he  explained 
laconically.  An  went his  own 
way.  The dispute with Agnelli 
might have been a quarrel be-
tween  gentlemen,  but  it  was 
still a rupture that has had far-
reaching consequences, as was 
visible  in  the years following. 
Today,  if one schematizes alli-
ances in  Italian  private indus-
try, two camps are easily iden-
tifiable:  one  is  headed  by 
Agnelli,  the  other  by  De 
Benedetti (and Montedison can 
be found in the middle). 
It has been quite a success 
story for the "Engineer" as he 
is sometimes called in Italy. His 
other nicknames  are the "Ti-
ger"  and  "Headhunter,"  and 
his cousin and partner Camillo, 
also an entrepreneur, is known 
as the "Snake." "I was always 
insecure as a boy. I thought my 
father considered me the fam-
ily idiot," he says. Even today, 
his father, who is 91 years old 
and whose small tube company 
was  the  launching  pad  for 
Benedetti's empire, talks about 
his son with a certain anxiety. 
"He's too restless," he says. 
In order to prove himself to 
his father,  De Benedetti over-
came  what  he  still  considers 
the turnillg point of his life: He 
graduated  from  high  school 
with a perfect grade point av-
erage.  After  that,  everything 
went well,  and  even when  he 
seemed to have been defeated, 
he always held true to his per-
sonal  rule:  Earn!  Fiat  had  to 
pay a lot of money to get rid of 
him. So have many other com-
panies  he  bought  and  left 
quickly and with a bigger bank 
account.  Indeed,  in  1987,  he 
was awarded the title "King of 
Acquisitions"  by  the  Italian 
press. 
"It is true," he admits, "that 
for  years  at the begiiming  of 
my career, I was obsessed with 
money.  I  wanted  to  become 
rich." The truth is that the 54-
year-old  De  Benedetti  has 
never forgotten the hard time 
he lived through when he was 
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the  De  Benedettis  were 
obliged  to flee  to Switzerland 
to  avoid  racial  persecution. 
Carlo slept for several nights in 
a haystack "in the company of 
fleas and mice," and once was 
hidden in a crate and grazed by 
machine-gun  fire  that  killed 
two  cousins.  "We  survived 
those years thanks to the jew-
els that my mother managed to 
smuggle  out,  sewn  into  her 
corset. We knew how many we 
had  left,  but  not  how  much 
money  the userer would  give 
us for them." 
Perhaps this insecurity, or as 
he  says,  "a realization  of  the 
perpetual uncertainty of life," 
is  the  source  of  his  constant 
desire to increase and diversify 
his  personal  estate, which  al-
ready is one  of the largest in 
Europe.  And  although  he  is 
represented  in  the  United 
States with Olivetti,  which  he 
has transformed into a presti-
gious  company,  the  "Engi-
neer"  has  his  eyes  fixed  on 
Europe,  as  demonstrated  by 
the  creation  of  the  French-
based holding  company Cerus 
and his operations in Spain. "I 
want to prepare myself in time 
for the free market of 1992," 
was his explanation for his lat-
est assault on the Belgian insti-
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tution,  Societe  Generale  de 
Belgique.  Whichever  way  it 
goes, Belgian reactions to this 
last enterprise  by  the  "Engi-
neer" show two things.  First, 
that  European  unification,  al-
though it has political approval, 
must still deal with nationalism 
and  local  patriotism.  Second, 
that if there is  one  entrepre-
neur in  Europe who,  when he 
talks  about  multinationals  is 
not  thinking  just  about  the 
United  States and  Japan,  but 
looks  with  determination  to 
Europe, it is must be Carlo De 
Benedetti.-NICCOLO 
D'AQUINO 
COPENHAGEN 
Looking 
to 1992 
D 
enmark  is  one  of  the 
most outspoken support-
ers in  the E.C.  of the internal 
market scheduled for  comple-
tion  in  1992.  With  foreign 
trade  accounting  for  40  per-
cent  or  mora  of  the  Danish 
gross national product, the en-
thusiasm  is  understandable. 
Danish  consumers  cheerfully 
look forward to lower prices in 
the shops as taxation of a large 
number  of  goods  is  harmo-
nized, while government econ-
omists  privately  worry  about 
the fiscal consequences. This is 
a debate that is only just start-
in g. 
Denmark has the highest in-
come tax rates in the E.C., as 
well as the highest taxes on a 
large  number  of  consumer 
goods. Cars are taxed to twice 
their  original  price,  and  to-
bacco  and  alcohol  are  other 
luxury items subject to high tax 
rates. All goods and most ser-
vices have to pay a 22-percent 
value-added tax, which  is  also 
in  the  upper  range  of  E.C. 
rates. 
The total cost of harmoniz-
ing  Danish  rates to  the  E.C. 
average has not been officially 
calculated, but it runs· into bil-
lions of dollars, money that has 
to  be  found  either by  raising 
other taxes, curbing public ex-
penditures or accepting a large 
public budget deficit.  The last 
possibility is rejected by all ma-
jor  political  parties,  and  al-
though Danish public spending 
competes with Sweden for first 
place among the industrialized 
countries,  maintenance of  the 
welfare state is sacrosanct to a 
majority in  the Danish  Parlia-
ment. This leaves some Danes 
worrying about new or higher 
taxes on such items as capital 
gains,  financial  transactions 
and  a  number  of  legally  re-
quired public services. 
Cars show the kind of pres-
sure  the  Danish  Government 
faces. As the Danes produce no 
cars, there had been hopes that 
cars  would  remain  tax  cash 
"cows" for years to come. The 
issue has not been decided, but 
Danish  auto  importers  and 
some  E.C.  specialists  believe 
that  while  this  may  be  true 
with respect to new cars, the 
present prohibitive taxation on 
imports of used cars is not sus-
tainable. This could mean that 
the  price  gap  between  new 
cars and used cars in Denmark 
would  become  so  large  that 
most  Danes  would  buy  im-
ported used cars at a fraction 
of  Danish  new  car  prices, 
thereby crippling sales of new 
cars in Denmark. 
The ·possibility of borrowing 
money in the neighboring Fed-
eral  Republic  of  Germany  at 
half  the  price  as  in  Denmark 
also  appeals  to  consumers, 
though there is  an  exchange-
rate  risk.  Danish  banks  are 
preparing  to  meet  this  chal-
lenge by  wholesale  borrowing 
and  offering  of  foreign  cur-
rency  /retail loans,  using  their 
knowledge of the Danish con-
sumers' credit risk as the com-petitive  edge.  Depositing 
money  will  also  be  possible, 
though  the Danes  are among 
the worst savers in Europe, so 
that business is not expected to 
thrive. 
Danish  industry  has  long 
been  a  staunch  supporter  of 
the internal market, and only a 
few sectors will face the loss of 
protection, while the great ma-
jority are expecting to benefit 
from  the dismantling of barri-
ers  in  other  E.C.  countries. 
The  internal  market  is  thus 
making a lot of new friends for 
the  E.C.  in  Denmark.-LEIF 
BECK F  ALLESEN 
DUBLIN 
Nuclear 
Concerns 
I 
reland is one of the few E. C. 
countries  with  no  nuclear 
power or industry of any kind, 
so it may seem surprising that 
nuclear matters have been reg-
ularly making  the front  pages 
of Irish newspapers, except, of 
course, for  the INF treaty and 
its follow-up. 
The  reason  for  Ireland's 
concern in  nuclear matters is 
its growing irritation with the 
behavior  of  its  E.C.  partner, 
the  United  Kingdom,  over  a 
series of actions involving  the 
latter's nuclear policies in  the 
civil and military areas. In addi-
tion  to  the  newspaper  head-
lines,  the  inter-governmental 
exchanges are heating up  and 
cannot always be described as 
''diplomatic.'' 
Irish unease over the prox-
imity  of  Britain's  accident-
prone Sellafield  nuclear plant, 
only  7  0 miles across the Irish 
Sea, has existed for  a number 
of years, but the Chernobyl di-
saster in  1986 heightened the 
fears. Apart from the threat of 
a  possible  accident,  the  daily 
low-level  waste  discharges 
from  Sellafield  into  the  Irish 
Sea make it, in the words of an 
official  British  parliamentary 
report,  the  most  radioactive 
stretch of water in the world, a 
major cause of Irish grievance. 
In  fact  Sellafield,  or 
Windscale, as it was known 30 
years ago,  had  the most seri-
ous pre-Chernobyl nuclear ac-
cident,  when,  in  1957,  a  fire 
broke out in a reactor produc-
ing plutonium for atomic weap-
ons.  By  the  time  it  was  put 
out-two  days  later-over 
200 square miles of surround-
ing countryside had been con-
taminated with radioactive ma-
terial.  Recently  released 
British  Cabinet  papers  show 
that the then Prime Minister, 
Harold  MacMillan,  ordered 
part of the official report on the 
accident  to  be  suppressed, 
fearing  that  the  full  report 
could  jeopardize  his  Govern-
ment's  attempts  to  persuade 
the U.S. Government to share 
information  on  nuclear  weap-
ons. 
The newly  released papers 
included a confidential note on 
the report that "it is of the first 
importance that the hazards of 
atomic  energy  should  not  be 
exaggerated  in  the  public 
mind." In fact, the Irish public 
of the time took little interest, 
but 30 years later, two Dublin 
medical researchers published 
findings  that suggested a link 
between the fire and a cluster 
of Downs syndrome cases in an 
Irish town. The link  probably 
can  never  be  scientifically 
proved, but medical authorities 
in  both  Northern Ireland  and 
the  Republic  continue  to  be 
concerned  about  unusual  pat- · 
terns  of  leukemia  and  other 
cancers  on  the  eastern  sea-
board facing Sellafield. 
The news of the partial sup-
pression of the report immedi-
ately led  to  a  renewal of  the 
Irish  Government's  campaign 
to have  Sellafield closed.  Part 
of  this  campaign,  which  the 
British  Government  strongly 
rejects, is vigorous support for 
the E.C.  Commission's efforts 
to  set up  an  independent  nu-
clear inspectorate  that would 
have the right to monitor the 
safety standards of all civil nu-
Clear plants. 
Within weeks of the release 
of the 1957 report, a new row 
blew up when British newspa-
pers revealed  that a  nuclear-
powered electricity generating 
system in Wales planned an ex-
periment involving the cooling 
system to the reactor, the aim 
of whicH  was to see if natural 
circulation  would  prevent the 
reactor from overheating if  the 
normal gas-cooled system was 
switched off. While the British 
authorities insisted all  proper 
safety  precautions  would  be 
observed,  environmental  and 
anti-nuclear groups raised the 
specter  of  a  Chernobyl-style 
melt  -down.  The leader of  the 
Irish  Labor  Party called  it  a 
"hostile  act"  toward  Ireland, 
and  E.C.  Commissioner  Stan-
ley  Clinton  Davis,  who  is  re-
sponsible for the environment 
and nuclear safety, said Britain 
might be brought to the Euro-
pean  Court  of  Justice  if  a 
breach of the Euratom Treaty 
could be shown. 
Through  Energy  Minister 
Ray  Burke, the Irish Govern-
ment  expressed  "grave  res-
ervations,'' but was hardly con-
soled to learn that the British 
Electricity  Board  planned  a 
second  similar  "experiment" 
in  a  nuclear  station  only  50 
miles from  Dublin  where one 
third  of  the  Irish  population 
live. On top of that, there were 
press reports that Britain was 
planning  to  scuttle  outdated 
nuclear  submarines  several 
hundred  miles  off  the  South-
West coast of Ireland in an area 
where a number of  European 
countries have  been dumping 
150,000 tons of nuclear waste 
since  1955.  Again  there was 
little consolation in  the Minis-
try of Defense correction that 
it  was  considering  dumping 
only the nuclear reactors of 10 
submarines and not the entire 
vessels. 
So  the  nuclear  "war  of 
words"  is  heating  up.-JoE 
CARROLL 
LISBON 
State-Owned 
Companies 
S
tate-owned  enterprises 
are currently at the center 
of a bitter and  ideological de-
bate in  Portugal as a result of 
the  large  nationalization  pro-
gram that was implemented in 
1975.  This  took  place  within 
the  context  of  the  complex 
revolutionary process that had 
been initiated a year earlier. 
The  basic  reasons  for  this 
controversy  are  not  hard  to 
follow: They relate to the poor 
results  from  most  of  the  na-
tionalized  companies,  to  the 
way they were managed and to 
the different view that the vari-
ous  political  majorities  of  the 
last  10 years have  expressed 
about the economic role of the 
Portuguese state. 
On July 19, 1987, the Social 
Democratic Party won a huge 
51-percent  majority.  One  of 
the planks in its electoral plat-
form  was,  precisely,  the  pri-· 
vatization of a number of state-
owned  companies.  This 
January,  the Portuguese Gov-
ernment submitted  to  Parlia-
ment a draft bill  presented as 
the "first step" of an ambitious 
denationalization program. 
This first step is essentially a 
bill that would create the con-
ditions for selling up to 49 per-
cent  of  a  company,  with  the 
state retaining at least 51 per-
cent and,  thus,  control of  the 
firm.  Under tqe provisions  of 
this  bill,  foreign  investors 
would  not  be  allowed  to  buy 
more  than  10 percent of  the 
total  equity  involved,  and  20 
percent of the shares, at least, 
must be sold to the employees 
of  the company  and  to small, 
individual  investors  through 
public  offerings.  No  investor 
would be allowed to buy more 
than 10 percent of the stock. 
Proceeds  from  this  opera-
tion-which only  affects com-
panies  "with  no  economic  or 
social  reason  to  be  national-
ized" -will be allocated to the 
restructuring  of  other  state-
owned firms,  to the reduction 
of general internal public debt 
and to conversion of the public 
debt linked  to the payment of 
indemnities  for  the  1975  na-
tionalizations.  This  last  is  a 
very hot issue, never resolved 
and now  reopened by  the pri-
vatization debate. 
For  someone  not  familiar 
with Portuguese realities, the 
most intriguing feature of the 
proposed  legislation  is  proba-
bly  the  49-percent  limit  im-
posed  on  the  sale  of  shares. 
The reasons  for  this  lie  in  a 
constitutional  constraint  im-
posing the irreversible nature 
of  nationalizations.  Many  ex-
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perts believe this provision in 
fact  forbids  the selling  of  any 
part of the original nationalized 
assets of a company, and so it is 
possible  that  the  legislation 
would  be  overturned  by  the 
constitutional court even if it is 
passed by Parliament, as it al-
most certainly will be. 
H the  court  overturns  the 
law,  the only  way to privatize 
the  state-owned  companies 
would  be  to  amend  the  Con-
stitution,  a  process  that  is 
scheduled to take place during 
the current year. A two-thirds 
majority  in  Parliament  is  re-
quired to amend the Constitu-
tion,  so the Social  Democrats 
will probably have to negotiate 
a  deal  with  the  Socialists  to 
achieve any visible results. 
With  the  exception  of  the 
Communists, almost everyone 
among the major parties wants 
to put an end to the "irrevers-
ible nature" of nationalizations. 
But one should not forget that 
the  bargaining  power  of  the 
Socialists  is  crucial  and  thus 
things could become difficult if 
the ruling party is reluctant to 
make  any  trade-offs  involving 
other  constitutional  issues, 
such as the electoral laws. 
Fran~ois Mitterrand 
challenged Prime Minister 
Jacques Chirac 
to introduce new 
laws on election financing. 
In  any  case,  the process is 
only just beginning. The legis-
lative  and  political  funda-
mentals are still not quite clear, 
and the Prime Minister seems 
to have chosen a prudent pace 
for  the number and  nature of 
the finns to be privatized. The 
depressed state of the Portu-
guese stock markets after the 
October crash is one good rea-
son for that slow pace and may 
help  to  explain  why  the Gov-
ernment so far has not named 
any  specific  companies  to  be 
privatized.  In  Lisbon,  there is 
no  doubt that the process has 
been launched, but it will take 
time before one can point to a 
significant  reduction  in  the 
number  of  state-owned firms, 
which now account for roughly 
18 percent of fixed investment 
and  5  percent  of  employ-
ment.-JosE AMARAL 
PARIS 
Financing 
Politics 
T
he most adept maneuver 
of  the  1988  presidential 
campaign in  France may have 
been conducted before it ever started.  Last  autumn,  a  sim-
mering scandal  seemed about 
to boil over in what was about 
to become the French version 
of  Irangate.  In  it,  President 
Fran~ois  Mitterrand was at the 
center of the speculation about 
arms  sales  to  Iran  and  even 
possible  kickbacks  to  his  So-
cialist Party. But Mitterrand-
who  was  months  away  then 
from  announcing  whether  he 
would  run  again  for  Presi-
dent-deftly  deflected  the 
speculation  by  shifting  the 
question away from arms deals 
to  the  seemingly  improbable 
question of financing  of politi-
cal  parties.  Rumors  of  kick-
backs and other misdoings, he 
argued,  would  never  arise  if 
France had a credible system 
for  parties  to  raise  funds  le-
gally and openly. 
It is  widely considered that 
the shadowy financing has con-
tributed to a drop in credibility 
of  all  the major  parties.  That 
may be one reason why, when 
Mitterrand dismissed the scan-
dal and instead demanded new 
laws on political funding, Prime 
Minister Chirac rallied  to the 
challenge  and  quickly  sum-
moned all  major party leaders 
to discuss the details of such a 
reform.  All  other  E.C.  coun-
tries,  excepting  Ireland,  Bel-
gium  and  Luxembourg,  have 
laws governing political spend-
ing and fundraising. France, he 
agreed,  also  must  have  that 
''transparency.'' 
The  leaders  settled  on  a 
three-pronged  formula  that· 
would  set limits  on  campaign 
spending-100 million  francs 
per candidate in a presidential 
campaign, for example. Candi-
dates  would  have  to  disclose 
names  of  their  donors,  and 
those seeking high office would 
have to submit details of their 
personal  wealth.  It would  all, 
Chirac ordered, be finalized  in 
a special session of Parliament. 
That would make this spring's 
presidential election the first to 
be  fought  under  the  kind  of 
financial limits that exist in  all 
the  major  Western  democra-
cies and would be a result that 
will  certainly be  remembered 
longer than the persistent po-
litical  ajfaires the old  system 
produced.-BRIGID }ANSSEN 
AM'STERDAM 
Eternal 
Rush Hours 
E 
ver worsening traffic jams 
in the Netherlands are fast 
becoming a major headache for 
the Dutch Government. In the 
words  of  Huub  van  Zwam,  a 
senior offical in the Ministry of 
Transport  and  Public  Works, 
"the problem  is  not  so  much 
the  bumper-to-bumper  back-
ups. What is much more worry-
ing  is  the  loss  in  productive 
time. Traffic jams can be found 
all over Western Europe, but in 
the Netherlands the problem is 
all the more serious since one-
third of  all  Dutch national  in-
come  is  derived  from  ser-
vices."  This  loss  amounts  to 
about  900  million  guilders 
(about $468 million) a year. 
The  increased  traffic  and 
consequent  loss  in  working 
time is due to several factors. 
The main one is that the Neth-
erlands already has one of the 
highest population densities in 
the  world,  to  which  must  be 
added  the  country's  strategic 
geographical location as a ma-
jor  import/export  point.  The 
Netherlands'  randstad,  or 
"rim city," which extends from 
Rotterdam to Amsterdam and 
The Hague,  and  stretches as 
far as the city of Utrecht in the 
center of the country, has the 
highest  population  density  in 
the  world,  with  up  to  1,000 
people per square kilometer. 
Of  the  14.5  million  people 
that  make  up  the  country's 
population, over 5 million own 
cars.  Add  to  this  another 
500,000 buses and trucks that 
converge on the randstad area 
every day  to transport people 
and  cargo  to  and  from  the 
Dutch ports and airports,  and 
the picture of dense and wors-
ening congestion is  complete. 
Furthermore,  it  is  estimated 
that traffic will have increased 
another  20  percent  in  five 
years,  and  that  by  the  mid-
1990s there will  be 8  million 
vehicles  in  the  Netherlands, 
which  is  about the size of the 
state of Maryland. Says Neelie 
Smit-Kroes,  Dutch  Minister 
for Transportation: "The coun-
try is choking with the growth 
in transportation." 
The cities  affected  by  this 
development  and  the  Dutch 
Government are now working 
together to remedy this situa-
tion, and are drawing up a joint 
integrated  action  program.  It 
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---~---- ----·~988 II calls  for  a reduction in  travel 
time to and from work at peak 
hours by raising road taxes and 
prices for long-term parking fa-
cilities. The government also is 
considering  a  system  of  toll 
roads to be  introduced some-
time in  the mid-1990s. Under 
this system, each car would be 
equipped  with  a  unique  elec-
tronic  identification  tag,  and 
could be identified when enter-
ing  toll  roads by  loops  laid  in 
the surface of the road. Feasi-
bility studies already have been 
made  in  Oslo,  Singapore  and 
Hong  Kong,  but  many  orga-
nizations  in  the  Netherlands, 
such  as  the  national  tourist 
agency,  oppose  the  system 
claiming  that it is  expensive, 
unpractical  and  subject  to 
fraud. 
The main  objective  of  this 
exercise  would  be  to  reduce 
automobile  travel  time  and 
thus make more room for busi-
ness and freight traffic,  which 
is  of  vital  importance  to  the 
health of the Dutch economy. 
The  Transportation  Minis-
try also is working on a "mobil-
ity scenario." Part of this plan 
includes raising road taxes and 
parking  fees,  construction  of 
four tunnels in the randstad to 
be financed  by  private means, 
construction  of  underground 
roads for car traffic in the city 
and a possible doubling of the 
number of rail and bus travel-
ers, in an effort to make alter-
native modes of transportation 
attractive for those commuting 
to the cities from the suburbs. 
Construction firms, for their 
part,  are  studying  ways  in 
which to entice back to the city 
those  people  who,  a  few  de-
cades ago,  moved to the sub-
urbs. One idea is to make city 
centers, now crowded with of-
fices,  more attractive to more 
prosperous  citizens.  It  has 
been  estimated  that  some 
30,000 people who had moved 
outside  Amsterdam  have  re-
turned to live in the city in the 
past  two  decades.  Neverthe-
less, despite this positive popu-
lation flow,  many more homes 
must be built to ensure a re-
turn to  the city  of  the  more 
wealthy population.-NEL Sus 
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The increasing 
globalization of the 
financial markets has 
brought  large 
§ numbers of Japanese 
--lw!'•- it  to London. 
LONDON 
Japanese 
Influences 
A 
new  phenomenon  has 
appeared at my local un-
derground station in  the past 
year-the  dutifully  bowing 
Japanese  wife  welcoming  her 
husband back from work. This 
is only one of many signs indi-
cating that the Japanese have 
landed.  For those  working  in 
the "City," the financial  heart 
of  London,  the  dramatic  in-
crease in  the number of Japa-
nese  businessmen  has  been 
most evident. Not only can ear-
nest  groups  of  Japanese  in 
their Burberry coats  be  seen 
on  every street, but Japanese 
restaurants  also  have  been 
multiplying. 
It is difficult to ascertain ex-
actly how  many Japanese live 
in  London.  Conservative  esti-
mates believe that their num-
bers have  grown  from  5,000 
five years ago to some 50,000 
today.  (These  figures  do  not 
include the ever growing num-
bers  of  Japanese  tourists, 
whose increased presence un-
derlines the great strength of 
the yen.) Some have described 
this as  the greatest influx  by 
any foreign group since the Ar-
. abs brought their petro-dollars 
to  London  in  the  mid-1970s. 
However, unlike the Arabs, the 
Japanese are not on  a buying 
spree, but have come to Lon-
don to work. 
Many  of  them  have  been 
brought  to  London  by  the 
development  of  the  global  fi-
nancial market. Because of the 
tilne zones, the three key cen-
ters are New York, London and 
Tokyo.  When  London  finan-
ciers arrive at the offices at 8 
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A.M. in the morning, their To-
kyo  colleagues  are looking  at 
their watches, noting that it is 
5 P.M.  and  beginning to think 
about the evening's entertain-
ment.  In  New  York,  it  is  3 
A.M., and all good bankers and 
financiers  are fast  asleep.  So, 
like a relay race, the corporate 
representatives in each center 
hand  over the task of making 
money  from  one  city  to  the 
next,  ensuring  that  money  is 
made 24 hours a day. 
Because this is a highly spe-
cialized business,  and because 
the Japanese are a very private 
people, their impact and inter-
action with British society has 
been limited. The long working 
hours,  the brief lunch breaks, 
the six-day work week and the 
willingness to devote much  of 
the evening hours to business 
meetings,  make  the Japanese 
stand  out  against  the  rather 
more  laid-back  working  pat-
terns of the British.  Further-
more,  like  expatriates  every-
where,  they  tend  to  cling 
together for comfort and sup-
port against the alien environ-
ment into which their work has 
thrust them. This is especially 
true of the wives sent to Lon-
don along with their husbands. 
While  the  man  of  the  house 
may spend most of his day  at 
work,  surrounded by  the sup-
port system of secretaries and 
colleagues,  his  wife  and  chil-
dren  are  left  to  face  the 
strange  English  natives  all 
alone. 
However,  the  wife,  whose 
command  of  English  may  be 
much  less  fluent  than  that of 
the breadwinner, can today fall 
back on  an  entire network of 
Japanese  service  companies 
that have sprung up in the past 
few years. These include Japa-
nese  real  estate agents,  food 
stores, restaurants and bars, as 
well  as  dentists,  doctors, 
priests  and  even  a Japanese-
staffed  garage  to  fix the  car. 
Then there is  a Japanese-lan-
guage London telephone direc-
tory,  and  three  locally  pub-
lished newsletters in Japanese. 
And  the  leading  Japanese 
newspapers, Asahi and Nikkei, 
are  sufficiently  aware  of  the 
growth in the Japanese popula-
tion  in  London  to  have  ar-
ranged same-day  home  deliv-
ery of their papers. 
In our neighborhood, the ar-
rival of Japanese families rent-
ing houses has had a dramatic 
effect on our fishmonger.  The 
Japanese  like  their  fish  fresh 
and they have managed to train 
this  particular  Englishman  in 
their ways. As a result, we all 
have  benefitted  by  having  a 
wider variety of fresher fish on 
offer today than ever before. 
One  disappointment,  how-
ever, is that, despite the Japa-
nese  example,  my  wife  still 
refuses to bow when she picks 
me up from the station.-DA-
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THE U.S.,  lAPAN AND 
THE  E. C.: WHERE ARE 
OUR RESPONSIBILITIES? 
INTERDEPENDENCE,  MEANS 
COORDINATION  IS  ESSENTIAL. 
Willy De Clercq 
WILLY DE CLERCQ 
T 
he  theme  of  this  article  is  the 
responsibility  shared  by  the 
United States, Japan and the Eu-
ropean  Community-a responsibility  to 
resist the temptations of protectionism, a 
responsibility  to  organize  international 
trade on  an open basis that is  beneficial 
for all and a responsibility for macroeco-
nomic coordination. 
Without returning to the causes of the 
stock-market crash, whose shock waves 
are far from over, let us keep in mind that 
the market has condemned certain poli-
cies, or the lack of them, just as a court 
hands  down  a sentence.  We  should also 
try to learn a clear lesson from this: our 
interdependence. Thus, when Wall Street 
crumbles, all of the other stock markets 
fall  in  tum; when one economic system 
sneezes, the rest catch cold. 
Facing  such  a  phenomenon,  the  re-
sponse must be just as clear: The three 
major economic poles of the end  of  the 
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20th century-that is, the United States, 
Japan and the E.C.-must exercise their 
responsibilities in a coordinated manner. 
Just two statistics suffice  to support my 
thesis. The United States, Japan and the 
E.C. represent 4  7 percent of world trade 
and account for 59 percent of world gross 
national  product  (GNP).  The multilateral 
trading system thus rests on these three 
pillars. Their respective attitudes have a 
great deal of influence on those of other 
countries. If one of these great markets 
should resort to protectionism, the pres-
sure on another would be so great that it 
would in tum have to protect itself. 
Together we must push back 
protectionism 
When facing  difficulties,  many  countries 
react  like  an  oyster,  withdrawing  into 
their  customs  borders  and  protecting 
their markets. More than eve:r, it is vital 
to reiterate how harmful protectionism is 
for  the  economy.  It is  also  a deceptive 
solution. Protecting an industry does not 
substantially  improve  the  competitive-
ness  of  companies;  eliminating  import 
competition  from  a  market  cuts  off  a 
considerable  growth  factor.  Finally,  re-
verting to protectionism leads other mar-
kets to react in the same manner. 
Conversely,  there  are  many  advan-
tages to the open multilateral commercial 
system.  During  the  last  four  decades, 
international  trade  has  constantly  been 
one of the most dynamic elements of the 
world  economy;  it  has  multiplied  over 
thirteen-fold  in  the  last  25  years.  The 
E.C.  is  in  an especially good position to 
talk  about  this  spectacular  growth:  It 
drew strength from the increase in order 
to  expand  itself,  and  it  helped  others 
benefit  from  this  growth.  The  E.C. 
absorbs 19 percent of world imports, and 
it exports 20 percent of the world total. 
And  these figures  do  not  include  intra-
E.C. trade. 
We must emphasize that the growth of 
international  trade is  to  a large  extent 
due  to the successive multilateral trade 
negotiations that have taken place under 
the  General  Agreement  on  Tariffs  and 
Trade (GATT).  However, significant com-
mercial imbalances do exist. Adjustments 
today are vital. But the main objective of 
any policy must be to avoid exporting the 
deflation caused by the crisis in financial 
markets to our partners by using unilat-
eral trade measures. 
Our  American  partners  must  reject 
protectionist pressures, especially on the 
part of Congress, because keeping their 
markets open is essential. However, the 
principal  markets,  especially  Japan's, 
must  be  open  on  a  comparable  level. 
More than ever, the E.C. and the United 
States are justified in expecting Japan to 
open its markets and increase its imports. 
Nor is the E.C. free from protectionist 
pressures.  Moreover,  it  must integrate 
its  economies  within  the  framework  of 
the larger market, and it must give these 
economies a greater degree of flexibility. 
Clearly,  the  E.C.  cannot  do  so  unless 
world markets are and remain open. The 
success  of  the  Uruguay  Round  is  thus 
fundamental., This  is  why  our  second 
responsibility mentioned in my introduc-
tion  is  that  of  organizing  international 
trade on  an open basis that is  beneficial 
for all. 
The defenders of multilateral trade 
Why  this responsibility?  First of all,  be-
cause the United States, Japan  and  the 
E. C. themselves reap the benefits of open 
international  trade.  But  also  because 
their  responsibility  toward  developing 
countries in the commercial realm is obvi-
ous:  Together,  these three absorb  two-
thirds  of  the  exports  from  developing 
countries. The E.C.  has long recognized 
and demonstrated this responsibility con-
cretely  in  the  preferential  treatment it 
gives these countries. The same applies 
for  the United  States.  But  the  fact  re-
mains that the operation of international 
trade,  including  GATT  regulations,  must 
be improved, and we must restore a bet-
ter balance of GATT benefits. 
The United States deserves credit for 
having  shown  the  way  on  the  interna-
tional economic level by asking for a new 
round of multilateral trade negotiations. 
However, for a year, the E.C. had to act 
as the bridge between developing coun-
tries and the United States, and to negoti-
ate  the  convergence  of  positions  that 
made  possible  the  successful  launch  of 
the Uruguay Round at Punta del Este in 
September 1986. 
The  current  U.S.  Administration  is 
firmly involved in the Uruguay Round. It has contributed fully from the beginning 
of  theexercise,  by  placing  detailed  and 
valuable ideas on the table in  many sec-
tors such  as  services, intellectual prop-
erty and  agriculture.  However,  on  the 
latter subject, the E.C. does not find the 
U.S. proposal realistic. 
During  1987,  which  constituted  the 
initial  phase  of  negotiations,  the  E.C. 
played a very active  role.  We  were the 
first to present a substantive proposal for 
tropical products. We presented our gen-
eral approach on agriculture-which we 
believe to be more realistic-on services 
and on intellectual property. 
As  for  Japan,  let  us  recognize  that, 
from the beginning, it has been a strong 
supporter of this new round, in which it 
has  shown  more  interest and  in  whose 
discussions it has participated more fully 
than  in  previous  rounds.  Nevertheless, 
until  now,  Japan  has  given  no  sign  of 
contributing to restoring a better equilib-
rium in GATT benefits. 
"We must turn our 
backs on unilateral 
measures and carry the 
Uruguay Round to a 
successful  conclusion.'' 
I draw these conclusions to provide a 
clearer definition of roles: It is the United 
States that offers strong impetus in many 
sectors;  it  is  the  E.C.  that  contributes 
actively  to  the  achievement  of  rapid 
progress, but at the same time pays more 
attention to  the need to  maintain cohe-
sion  and  consensus among  participating 
countries. Could this be the duty of the 
Community? Indeed, the latter is a privi-
leged interlocutor with developing coun-
tries, in international circles; it is also an 
important partner of the United States. 
However,  I  am  not  certain  that  the 
United States is prepared, or still has the 
means,  to  continue  to play  this  role  as 
locomotive. 
Indeed,  the early signs of danger are 
present. H proposed trade legislation cur-
rently before Congress becomes law, the 
risk of dealing a fatal blow to the Uruguay 
Round is great; if  the United States turns 
its  back  on  the  multilateral  process  of 
trade, that will be the end of the multilat-
eral  trade  system.  What  can  be  done? 
Should the E.C. pick up the slack? 
The E. C. is not prepared to take on the 
responsibility or the burden of open trade 
alone. This is even less the case for Japan. 
The only solution is collective responsibil-
ity.  Of course, to this end, we must first 
be able to find  solutions to our bilateral 
quarrels (hormones, or Airbus, for exam-
ple) not only to set a good example, but 
also  to  give  the  multilateral  dimension 
additional  dynamism.  The  interdepen-
dence of the world economy leaves us no 
choice but to pull the train of the world 
economy by three locomotives that share 
the driving role. 
However, this train can only stay on its 
tracks if financial  and  monetary distur-
bances  are  first  stabilized,  and  then 
cleaned up. 
Macroeconomic coordination is 
indispensable 
Well before the events on the stock mar-
kets and the decline in the dollar in recent 
months, the outlook for world growth was 
quite  mediocre.  There  was  already  a 
great deal of uncertainty because of pro-
found  imbalances  between  savings  and 
investment. Since then, the markets have 
taken the lead, and their concern demon-
strates the intolerable nature of the cur-
rent imbalances, and thus of the underly-
ing domestic policies. 
Should these markets be left on their 
own  today?  This,  in  my  opinion, seems 
very risky for all those involved. I beJ jeve 
that giving them a more stable and more 
credible context seems to be more pru-
dent. The imbalances must be corrected 
in  an orderly fashion,  avoiding the addi-
tional  cost  of  excessive  market  oscilla-
tions.  This  requires  formal  and  suffi-
ciently  massive  commitments  from  the 
various  countries-they  must  demon-
strate a  willingness  to  adjust  domestic 
policies, to take concerted measures and 
they must ensure the credibility of these 
adjustments  and  measures  to solve  the 
international imbalances. 
First of all,  the exchange rate for  the 
dollar must be stabilized at a reasonable 
level. The only way to do so is through a 
policy mix at a global level, reestablishing 
confidence  in  the  markets.  The  agree-
ment reached in  the United States be-
tween the Administration and  Congress 
concerning the reduction of the federal 
budget in 1988 and 1989 certainly consti-
tutes a first step. 
For its part, Japan should indeed trans-
form its economy so that growth is gener-
ated by domestic demand rather than by 
exports, with all of the profound changes 
this involves. It should maintain adequate 
growth in  domestic demand  in  the me-
dium term. There are no macroeconomic 
constraints that would really prevent Ja-
pan  from  experiencing  considerable 
growth in upcoming years. 
As  for  the  E.C.,  we  should  apply  a 
medium-term growth strategy, for dura-
ble growth that can solve the unemploy-
ment problem  under  healthy conditions 
and help correct the international imbal-
ances. The competitiveness of European 
industries  must  continueusly  be  rein-
forced,  especially  in  the  perspective  of 
the completion of the internal market in 
1992. Because of its size, this huge mar-
ket  will  open  up  new  possibilities  for 
growth in coming years. 
As  for  concerted  measures,  they  in-
volve improving the international mone-
tary system. Taking example on the Eu-
ropean Monetary System, we should look 
for  firm  agreements on  exchange rates 
and a minimum of regulations and proce-
dures to make these commitments credi-
ble.  Moreover, we should expand the in-
ternational  monetary  system  by 
encouraging wider use of the yen and the 
European currencies.  An  expanded sys-
tem would diffusefhe effects of the poli-
cies  of  one country,  and  would  also  re-
quire a greater degree of coordination. Of 
course, a tri-polar system does not guar-
antee stability.  However,  fewer  dispari-
ties in the degree to which the dollar, the 
yen and European currencies are used in 
trade and  at the level  of  reserve funds 
would  be of great help in  ensuring that 
the three major  players recognize  their 
responsibilities  and  act  in  a  concerted 
manner in the international realm. 
Conclusion 
Unless they recognize their individual and 
collective responsibilities,  and take con-
certed  actions  in  keeping  with  these 
responsibilities, the United States, Japan 
and the E. C. run the risk of cutting off the 
limb  they sit on.  The damage would go 
beyond  their  borders,  and  the  conse-
quences  at the world  level  bear names 
such as stagnation, even recession, with a 
grim procession of cumulative effects on 
all societies and individuals. 
This responsibility is too heavy to think 
that if one  of  us  does  not  take  it  on, 
another will. No country alone seems to 
be  able  to  serve  as  the  locomotive  of 
growth.  Those  days  are  gone,  as  the 
markets  have  proven  to  us.  Without  a 
collective and massive jump, they will not 
react. 
In trade, the way has been traced for us 
by the Uruguay Round. We must tum our 
backs  on  unilateral measures and  carry 
the round to a successful conclusion. On 
the monetary level,  the foundations  are 
there: The Plaza and Louvre agreements 
opened the way, as did the reinforcement 
of the European Monetary System after 
the Nyborg accord. We must continue our 
efforts so that any new sentence does not 
condemn us.  E 
Willy De Clercq is the E.C. Commissioner responsi-
ble for external relations and trade policy. 
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E.C.  WELCOMES 
SOME  PROPOSED 
U.S.  REFORMS, 
OPPOSES  OTHERS. 
AUKE HAAGSMA 
N 
ineteen eighty-seven saw many 
changes in the U.S. export-con-
trols field,  and the groundwork 
was  laid  for  what  may  be  more  in  the 
months to come. While  this opens many 
opportunities for  the European Commu-
nity,  the  E.C.  also  faces  a  number  of 
challenges. 
When the E. C. was formed, one of the 
basic ideas was to create one single mar-
ket. However, despite the fact that many 
refer to the E.C.  as the "Common Mar-
ket," so far a really integrated market has 
not  been  achieved.  The  current  E.C. 
Commission, and especially its President, 
Jacques Delors, decided that for  Europe 
to meet the U.S. and Japanese challenge, 
a truly unified and integrated market had 
to be established soon. The completion of 
the  internal  market  -in which  the  re-
maining barriers between the 12 member 
states are to be removed-is scheduled 
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for the end of 1992. 
This policy objective was formalized by 
an  amendment  to  the  1957  Treaty  of 
Rome  establishing ·the  E. C.  that  was 
adopted by the E. C. member states at the 
end of 1985 as part of the Single Euro-
pean Act.  The Treaty specifies that the 
internal market is an area without inter-
nal frontiers, in which the free movement 
of goods, persons, services and capital is 
ensured. 
One  of  the areas in  which  such mea-
sures are necessary is the field of export 
controls. At the moment, those member 
states that are part of the Coordinating 
Committee (  cocoM) of the North Atlantic 
Treaty Organization (NATO)  have agreed 
to control the exports of certain strategic 
goods.  No exception is made to take ac-
count of the special situation of the Com-
munity. This means that if, for instance, a 
certain type  of  computer  is  sold  by  its 
producer  in  the  United  Kingdom  to  a 
client  in  France, the British authorities 
have to provide an export license. 
Obviously,  there can  be  no  "internal 
market" as long as such controls are still 
being applied. They can, however, proba-
bly  be  disposed  of  unilaterally  by  the 
member states involved, even for exports 
to  Ireland,  although  that  country,  as  a 
non-NATO member and a non-cocoM part-
ner, presents some particular problems. 
Slightly more difficult  is  the situation 
with  regard to the U.S.  re-export con-
trols. li, in the example mentioned above, 
the computer is based on U.S. technology 
or incorporates more than 25 percent of 
U.S. parts and components, then, in addi-
tion to the export license from the Brit-
ish, a re-export license from U.S. authori-
ties is  needed.  Even in  the case where 
such a computer is  bought by a firm for 
use in its London office and it is decided to 
move the office  and equipment to Brus-
sels,  then  once  again  a  U.S.  re-export 
license is required. 
A really integrated market, of course, 
would  require  that  such  re-export  li-
censes be abolished. This, by the way, is 
what the E.C. has persistently argued for 
over the past few years. Not specifically 
because it was an obstacle to the comple-
tion of the single market, but because re-
export controls are legally not justified, as 
they are based on the premise that U.S. 
law extends to actions by foreign citizens 
that  take  place  outside  U.S.  territory. 
Some E.C. countries found this extrater-
ritorial reach of U.S. law so objectionable 
The E.C. is opposed to the extraterritoriality of U.S. re-export controls, for reasons of 
principle and because these controls can frustrate the creation a single European market. that they adopted so-called blocking stat-
utes that make it illegal to apply for a U.S. 
re-export license. 
The process of reforming U.S. export 
controls,  which  was  put in  motion  by  a 
1987  National  Academy  of  Sciences 
study  and,  led  to  actions  by  both  the 
Congress and the Administration, prom-
ises a series of improvements, both here 
and in other fields.  This offers increased 
opportunities  for  the E.C.  in  the sense 
that streamlining the fairly cumbersome 
and slow procedures for obtaining export 
licenses  makes  it  easier  for  European 
industry to find  a reliable supplier in the 
United  States.  This  should  increase 
trans-Atlantic trade. 
In addition, there are also promises for 
improvements with  regard to re-export 
controls. Indeed, some of these have al-
ready materialized. Thus, for example, a 
regulation was published by the Depart-
ment of Commerce that eliminated cer-
tain re-export controls for products incor-
porating  a  maximum  of  25  percent  of 
U.S.  parts  and  components.  More  re-
forms have been ·announced for 1988. 
Congress is moving in the same direc-
tion. Both versions of the trade bill  con-
tain language that would  eliminate  con-
trols on re-exports to cooperating cocoM 
countries.  However,  this is  not done  to 
respond  to  criticism  over  the  U.S.  re-
export  controls  or  to  accomodate  E.C. 
plans  for  a  unified  market,  but only  to 
enhance U.S.  industry's competitiveness 
in cases where alternatives for U.S. tech-
nology exist elsewhere. When this is not 
the  case,  and  the  United  States  can, 
therefore,  unilaterally  control  a  certain 
technology,  then,  as  explicitly  stated in 
the Senate version of the trade bill,  re-
export controls can still be maintained. 
The E.C.  will remain opposed to such 
controls, both for reasons of principle and 
because these controls will frustrate the 
creation of a single market. In  addition, 
the Senate  bill  gives  other reasons  for 
concern.  It contains  very  controversial 
provisions that would increase the extra-
territorial  aspects  of  the  U.S.  exports 
controls legislation. This is the so-called 
Garn amendment, which foresees manda-
tory sanctions, such as an import prohi-
bition  and  exclusion  from  U.S.  Govern-
ment contracts for  periods of up  to five 
years,  in  cases where  a  non-U.S.  com-
pany violates non-U.S.  law  outside U.S. 
territory. In an  official  note to the State 
Department, the E.C. declared that such 
sanctions would be unacceptable and that, 
were they to be  imposed,  it might  well 
have to retaliate. 
Taken together, the export  -control re-
forms undertaken by the Administration 
and  Congress offer some imrpovements 
that are welcomed by the E.C., but they 
leave some concerns over extraterritori-
ality in the case of re-export controls and 
even  increase  them  in  the  case  of  the 
Gam amendment. 
The E. C. will also have to reflect on the 
future of its own export  -control system. 
As indicated above, it will have to abolish 
all  controls  on  intra-E.C.  shipments  of 
sensitive material in order to be able to 
create a unified internal market. But the 
E.C.  has  always  gone  beyond the mere 
elimination of barriers within the E. C. and 
tried  to  create a  common  set of  rules 
applying to imports and exports, regard-
less of the place where the goods leave or 
enter E.C.  territory.  This  was  done  in 
order to  avoid  trade diversions.  It may 
well  be  that  the  E.C.  will  find  that an 
effective  export-control system also  re-
quires common rules for exports of sensi-
tive materal from anywhere in the Com-
munity.  Thus,  the  E.C.  could  even 
contribute toward a better enforcement 
of  cocoM,  an  important  and  interesting 
challenge.E 
Auke Haagsma is first secretary, legal affairs, at the 
.  E.C. Commission's Delegation iil Washington, D.C. 
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n  February  5,  British  Prime 
Minister  Margaret  Thatcher 
did  her bit for  the Eurotunnel. 
At  the controls of a $6.2-million  boring 
machine, some 40 meters under the Brit-
ish  Channel,  Thatcher  enthusiastically 
took the service tunnel of the 50-kilome-
ter  fixed  link  between  England  and 
France about one-half meter closer to the 
French tunnelers working  on  the other 
side. It is the final, personal identification 
of the Prime Minister with a project from 
which  the Government  had  initially  re-
mained at arm's length, refusing to inject 
government money or guarantees. 
Inevitably,  however,  both  the French 
and  the  British  Governments  were  in-
volved. Thatcher's digging trip came just 
a year after the British and French jointly 
announced a scheme for  "le plus gigan-
tesque peage du monde." That was  the 
way  that Eurotunnel,  the  Anglo-French 
company set up after due solemnities-a 
treaty signed in July  1987 by  Thatcher 
and  French  President  Fran~ois Mitter-
rand-endeavored to sell the £4.9-billion 
project  to  the  French  public.  To  buy 
The tunnel will run some SO kilometers 
under the English Channel. 
shares in  the twin-bore rail tunnel to be 
built under the channel  between south-
east England and north-west France was, 
potential investors were told, to make a 
"rendezvous with history." 
Until last year, history persistently had 
refused  to  keep  the  appointment.  In 
1802, Albert Mathieu laid down plans for 
a tunnel from Cap Gris Nez to East Wear 
Bay near Folkestone. In 1881, there were 
the first  tentative diggings for  a tunnel 
designed  to run from  Shakespeare Cliff 
near Dover to Sangatte near Calais. But it 
was  nearly  100 years  later  before  an-
other trial bore was made in 1975. 
Even so, the tunnel's proponents were All these securities having been sold,  this announcement appears as a matter of record only. 
European.  Investment Bank 
£100,000,000 
91/2 per cent. Notes dtte 1994 
Issue Price 991/2 per cent 
Kleinwort Benson Limited 
Baring Brothers & Co., Limited 
Chase Investment Bank 
Bank Brussel Lambert N.V. 
County Nat  West Limited 
Deutsche Bank Capital Markets Limited 
EBC Amro Bank Limited 
Hambros Bank Limited 
The Nikko Securities Co., (Europe) Ltd. 
BNP Capital Markets Limited 
S.G. Warburg Securities 
Banque Intemationale a  Luxembourg S.A. 
Credit Suisse First Boston Limited 
Dresdner Bank 
Aktiengesellschaft 
Generale Bank 
Morgan Grenfell & Co. Limited 
SBCI Swiss Bank Corporation 
Investment banking 
Union Bank of Switzerland (Securities) Limited 
February 1988 able to assemble an impressive collection 
of historic supporters of the idea: Queen 
Victoria, Napoleon III and Winston Chur-
chill,  though  one  may  assume  the  last 
named may have had a different opinion 
of  the link  at certain moments  of  20th 
century history. 
But Eurotunnel had a struggle getting 
off  the  ground,  particularly  in  Britain. 
The French saw it from  the start as  a 
crucial component in a new trans-Europe 
high-speed rail system linking Paris with 
all other capitals. In Britain, however, the 
tunnel's proposers had to bore their way 
through the instincts of independent is-
landers,  the  fears  of  invasion  of  all 
kinds-not least of animals carrying ra-
bies,  a  disease  from  which  the  United 
Kingdom still remains free. 
Nor  were  all  the  inhabitants  of  the 
crowded countryside surrounding Cheri-
ton in Kent exactly delighted at the pros-
pect of the tunnel's construction and sub-
sequent  use.  And  natural  fears  of  the 
risks  of  disaster  somewhere  along  the 
tunnel's  50-kilometer  course  were 
heightened by the lives lost in a fire in the 
subway station at a major London termi-
nal-King's Cross-during the run-up to 
the Eurotunnel share launch. 
In  1986, a good  deal of arm-twisting 
was needed to ensure that British institu-
tions took up their £70-million share of a 
£206-million international share placing. 
British  enthusiasm  was  again  called  in 
question when it became clear that Brit-
ish banks came only fourth on the list of 
suppliers  of  some  £5 billion  of  loan  fi-
nance for the project. Eurotunnel' s trou-
bles were exacerbated by boardroom dif-
ficulties-the  resignation  of  the  first 
British chairman, Lord Pennock, and the 
departure of the French chief executive, 
Jean-Loup  Dherse-until Alistair  Mor-
ton, chief executive of the financial  ser-
vices group Guinness Peat, joined Andre 
Benard in joint chairmanship in February 
1987. The British side of the board was 
also strengthened by the appointment of 
Sir  Kit  McMahon,  the  chairman-desig-
nate of Midland Bank and former deputy 
governor of the Bank of England. 
Then,  in  November  1987,  came  the 
struggle to  get the  £770-million  share 
issue  underwritten.  A by-then-powerful 
board succeeded in whipping in the Brit-
ish  financial  establishment.  Support 
came, controversially, in a poll published 
by Eurotunnel's publicity advisers, Dewe 
Rogerson, which suggested that over half 
a million  British people  were certain to 
invest in the project. In the event, there 
were only  112,000 share applications in 
· Britain, and 200,000 in France. 
The British sales drive was,  nonethe-
less,  rather  more  low-key  than  the 
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French pitch. It was still an expensive and 
controversial campaign.  The total  costs 
of the share issue were reckoned at £68 
million-of which  £41.5  million  repre-
sented the  underwriting  cost.  For  this 
Eurotunnel succeeded in  raising the de-
sired £770 million-but the public share 
issues in both France and, more particu-
larly,  Britain  were  heavily  undersub-
scribed. And on the day dealings opened 
in London, the share price fell  nearly £1 
below the £3.50 offer price. It was still 
trading at similarly low levels in the New 
Year. 
Eurotunnel was, of course, unlucky in 
its timing. The public-share issue fell  af-
ter the October stock market crash; and 
in Britain, it followed all too closely on the 
heels  of  the  Government's  sale  of  its 
remaining  monumental  stake  in  British 
Petroleum-whose  price  collapsed  so 
badly that the Government had to agree 
to  bail  out  the  underwriters  by  buying 
back  the  shares  at  a  "floor"  price. 
Eurotunnel  could  do  nothing  but  to  go 
ahead-not because  it urgently  needed 
the money, but because its ability to draw 
on  the  much  more  substantial  loan  fi-
nance  arranged  had  been  made  depen-
dent on the share issue. 
The tunnel also faced a pretty formida-
ble  bunch  of  opponents.  Flexilink-the 
group  of  ferry  operators  and  the  like 
opposed  to  Eurotunnel-countered the 
share issue  publicity  with  a  shower  of 
critical advertising. They argued that the 
traffic estimates were unrealistic and that 
costs  were  bound  to  overrun. 
Eurotunnel' s prospectus indicated that it 
aimed  to  capture  44  percent of  cross-
Channel passenger traffic, and 17 percent 
of freight traffic when it opens-which is 
meant to  be  in  May  1993.  That would 
amount  to  a  total  of  about  30  million 
passengers  a  year,  rising  to  nearly  40 
million  in  2003,  according  to  Eurotun-
nel' s  estimates.  Passengers-and their 
cars-will be  carried  on  special  trains, 
requiring rapid loading, and raising com-
plex  issues  of  compatibility  between 
French and English railway tracks. 
Freight is  estimated to rise from  15 
million tons at the start to 21 million tons 
10 years later.  On  these figures,  Euro-
tunnel  was  aiming  for  a  profit  of  £7  0 
million  in  its  first  fully  operating  year, 
rising  to  inevitably  pie-in-the-sky  esti-
mates of a £14.5-billion profit in 2041-
the year before the concession to operate 
the tunnel system is due to expire. 
Flexilink,  by  contrast,  argued  that a 
recent study by  the British Department 
of Transport suggested the tunnel might 
attract only 18 million to 19 million pas-
sengers by  the turn of the century, and 
less  freight  than  Eurotunnel  hoped  to 
carry, as well. Jumbo ferries-which the 
cross-Channel  operators  hope  to  bring 
into  operation  before  the  tunnel  even 
opens-would,  Flexilink  argued,  knock 
Eurotunnel'  s  finances  by  cutting  fares 
way  below  the  tariffs  suggested  in  the 
prospectus. 
Most brutally of all, Flexilink pointed to 
the poor time-keeping of major engineer-
ing  projects  in  Britain.  The  second 
Dartford tunnel under the Thames River 
was, Flexilink claimed, four years late and 
cost  200  percent more  than  budgeted. 
The barrier across the Thames, designed 
to protect London against possible flood 
tides,  cost £461  million,  instead  of  the 
originally estimated £23 million.  Lest it 
should  sound  too  anti-British,  Flexilink 
also  pointed  to  the  terrible  delays  and 
cost  overruns  associated  with  the  con-
struction of the Selkan tunnel connecting 
Hokkaido to the northern island of Japan. 
Eurotunnel had some good answers to 
these criticisms. A recent study by Brit-
ain's  National  Economic  Development 
Office of 25 major construction engineer-
ing  projects  since  1981  showed  a  dra-
matic improvement in timekeeping. Of 25 
projects  studied,  one  was  five  months 
late,  the  rest  on  time  or  completed 
quickly enough to satisfy the client. One 
third, indeed, were completed early and a 
quarter were under budget. 
Eurotunnel also has grounds-in every 
sense-for arguing that the technical dif-
ficulties are not overwhelming. For most 
of  its  length,  the  tunnel  will  be  driven 
through  chalk  marl,  which  is  good  for 
digging; there are only four kilometers of 
badly fissured ground on the French side. 
Even  so,  the tunnel has  had  a rough 
start. By  December 1987, when boring 
started on  the British side,  it was clear 
that it was already running three months 
late;  that could  be  tolerated within  the 
margins built into the contract, but nar-
rowed them considerably. On the French 
·side,  tunnelling  has  been  plagued  by 
strikes. On the British side, the contrac-
tors have been experiencing difficulty in 
recruiting a sufficient number of qualified 
engineers-more than 1,000 are needed. 
Transmanche Link, the consortium of 10 
British  and  French  construction  firms 
building the project, has been advertising 
for  engineers worldwide:  It faces  penal-
ties of over £300,000 for every day that 
the  project  overruns  its  target  date  of 
May 1993. 
And  after  that?  Thatcher,  at  least, 
seems in  no  doubt.  Fresh from her per-
sonal engineering feat on February 5, she 
was  confident  that  boring  would  then 
have to begin on a second tunnel. E 
Sarah Hogg is  the business and City editor of  The 
Independent newspaper in London. All these securities having been sold, this announcement appears as a matter of record only. 
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AMERICAN ATTITUDES 
TOWARD EUROPE: A 
NEW GALLUP POLL 
PUBLIC·  PLACES  HIGH  VALUE ON 
IMPORTANCE OF TIES. 
The  Gallup  Organization conducted a 
study late last year on attitudes in Amer-
ican public  opinion  toward  U.S.-Euro-
pean relations. The following is Gallup's 
summary of  its  findings in two telephone 
surveys-one  a  national  sample  of 
adults from  the general population and 
the  other an  elite  sample  of national 
opinion leaders. 
U  .S.-European Relations 
Respondents  from  the  general  popula-
tion, and national opinion leaders, express 
positive  attitudes  toward  Western  Eu-
rope and U.S.-West European relations. 
While the public places a high value on 
the  importance  of  American  ties  with 
Western Europe,  the feeling  that those 
ties have waned over the past 10 years is 
widespread. 
General  favorability  ratings  of  West 
European  countries  are  highly  positive 
and  somewhat  greater than Japan,  but 
lower than Canada. 
For  both  survey  groups,  the  impor-
tance  of  leadership  attention  being  fo-
cused on West European countries is high 
and equal with Japan, but lower than the 
Soviet Union. 
Despite  these  highly  positive 
favorability  and  importance  ratings  of 
Western Europe, most respondents rec-
ognize a lack of strong popular interest in 
what goes on there. 
Although  one  quarter  of  the general 
public, and one-third of the national opin-
ion leaders feels the U.S. contributes too 
much to the defense of Western Europe, a 
large majority from  both survey groups 
say it is necessary for American troops to 
be  stationed  there to  prevent a  Soviet 
attack. 
Large  majorities  of  both  groups  sur-
veyed  favor  the  political  unification  of 
Western Europe, and similarly large pro-
portions think U.S.  policy supports such 
unification. 
While national opinion elites think the 
political unification of Europe will give the 
Europeans a stronger voice in  world af-
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fairs,  the opinion  of these leaders is  di-
vided  on  whether  such  unification  will 
make them a stronger competitor of the 
United States in world markets. 
Trade Relations 
Even among the better educated and in-
formed, or those more interested in poli-
tics and international affairs, public opin-
ion  on  issues  about  international  trade 
relations and deficits is more salient with 
reference to Japan than to the countries 
of Western Europe. 
Respondents are much more likely to 
know of the overall U.S. trade deficit with 
Japan than with the countries of Western 
Europe-and this holds for the interested 
and informed groups of the general popu-
lation as well as the national opinion lead-
ers. 
Although  about  one-third  of  the  re-
spondents  believe  that  West  European 
countries engage in  unfair trading prac-
tices with the nited States-both national 
opinion  leaders  and  the  general  public 
cite Japan  as  an  unfair  trading  partner 
more than twice as often as the countries 
of Western Europe. 
Respondents feel the best solutions to 
the U.S. trade deficit are factors internal 
to  the  American  economy-producing 
betterproducts more efficiently or reduc-
ing the U.S.  budget deficit-rather than 
by  imposing  restrictions  and  tariffs  on 
products from other countries. 
While  research institute  experts and 
business  leaders are more  likely  to op-
pose a U.S.  trade policy that places any 
restrictions on  trade, policy makers are 
more inclined to favor retaliatory restric-
tions  and  tariffs  against  countries  that 
restrict U.S. goods. 
Despite widespread agreement among 
national  opinion  leaders  that the  Euro-
pean  Community  is  a  good  market for 
U.S. goods, the opinion of these elites is 
divided on whether the E. C. helps balance 
U.S. trade with Europe. 
Most  national  opinion  leaders  agree 
that U.S.  farm subsidies are likely to be 
cut substantially  because  of  the budget 
deficit, but disagree that criticism of E. C. 
farm  subsidies  will  create pressure for 
lower subsidies to farmers in the United 
States. 
Although national  opinion leaders are 
not likely  to cite  West  European coun-
tries as the greatest threat to U.S.  agri-
culture, these elites are even less likely to 
name Europe as the greatestopportunity 
for American farmers. 
Importance of Europe 
When  comparing the social and cultural 
characteristics of American and West Eu-
ropean societies,  as  well  as  the techno-
logical  achievements  of  these countries 
with those of Japan, respondents express 
a mixture of  beliefs  partially shaped by 
national pride, stereotypical images, and 
personal experiences. 
The public displays a keen respect for 
West European cultural achievements in 
art, music, theater, literature and fashion 
design,  but  generally  reserves  higher 
credit to American society for its equality 
of opportunity, encouragement of individ-
ual  creativity,  leadership  in  science  and 
technology, and for being a rapidly chang-
ing society. 
National  opinion  leaders  are  more 
likely  than  the  general  public  to  think 
Western  Europe,  rather  than  America, 
provides excellent education and fosters 
good work attitudes for  its citizens,  en-
courages  cooperation  between  workers 
and management, and places great impor-
tance on family social position. 
Japan  not only  tops Western Europe, 
but also the United States, in producing 
the best products and services according 
to respondents from the general popula-
tion and national opinion leaders. 
Despite  these  views  ·about  products 
and  services,  most  people  think  the 
United  States  has  the  most  advanced 
technology compared to Western Europe 
and Japan-especially the national opin-
ion elites. 
Public  opinion  is  divided  on  whether 
the  best  cars  are  made  in  the  United 
States or Japan, but national opinion lead-
ers are more likely than the general popu-
lation to say cars made in  Western Eu-
rope are best. 
Awareness of the E.C. 
The  level  of  awareness  of  the  E.C.  is 
relatively low among the general public, 
and in addition,· the proportion who have 
read or heard anything about the E.C. or 
the Common Market has declined signifi-
cantly  compared  to  the  measurement 
taken in 1973. 
Even among the segment of the public 
aware of the E.C., respondents display a Eurobarometer Survey 
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Common Market More Likely 
to Benefit or Hurt u.s. 
Based on those who heard 
of the European Community 
1987  1987  1973 
G.P.  O.L.  G.P. 
Benefit  51%  60%  42% 
Hurt  37%  35%  32% 
Don't know  12%  5%  26% 
For-very much 
For-to some extent 
Against-to some extent 
Against-very much 
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Feelings about E.C. 
Based on those who heard 
of the European Community 
1987  1987 
G.P.  O.L. 
Very good  27%  24% 
Fairly good  63%  61% 
Neither good or bad  4%  4%  (Volunteered) 
Rather bad  2%  9% 
Very bad  2%  1% 
2%  1% lack  of  factual  knowledge  about  the 
E.C.-its member countries, policy areas 
it actively pursues, and its economic and 
industrial  capacity  compared  to  the 
United States. 
Despite  this  general  lack  of  detailed 
knowledge, an overwhelming proportion 
of those who  are aware of  the E.C.  ex-
press positive feelings toward it. 
Most national opinion elites, and a bare 
majority of the aware public,  think that 
the  Common  Market is  more  likely  to 
benefit the United States overall, rather 
than to hurt it. 
International Involvement 
While  many  respondents in  the-general 
population sample say they are very in-
terested in news about relations between 
the  United  States and  other countries, 
only about one in 10 report involvement 
or participation  with  organizations  con-
cerned with international affairs. 
Ethnic Roots 
Two-thirds of the respondents in the gen-
eral population trace their ethnic roots to 
Western Europe-a full  one-fourth have 
parents or grandparents who were born 
there. 
[A  Eurobarometer  poll  conducted  in 
Europe during the same period contained 
several  mirror  questions  to  the  Gallup 
poll; see bar chart.] E 
Perception of Trading  ~airness 
with other Countnes 
Western  south 
Europe 
Japan  Canada  Korea 
General Population  Countries  : 
42%  f 
30%  65%  11% 
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47% 
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4%  2%  3% 
= 
Neither (Volunteered) 
8%  14%  26% 
19% 
Don't know 
Comparison 
Western Eurgt American and 
(Percentage  . Pean Societies 
saymg  t 
more true of  s atements 
each society.)  are 
Western 
Europe 
Japan  Canada 
Countries 
40%  88%  16% 
Unfair 
47%  7%  75% 
Fair 
7%  3%  4% 
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6%  2%  5% 
Importance for Leaders to P~y 
to Attention Selected Countnes 
Western 
Europe 
Japan  Canada  Countries 
Very important  62%  65%  55% 
Somewhat important  31 %  25%  30% 
Not too important  3%  5%  10% 
Not at all important  1%  2%  3% 
Don't know  3%  3%  2% 
Western 
Europe 
Japan  Countries 
Very important  83%  88%  76% 
Somewhat important  16%  11%  21 %  5% 
Not too important  1%  1%  3% 
Not at all important 
Don't know 
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presented  in  the  so-called  Framework 
Program,  which  sets out  the  main  ori-
entation for  research and  technological 
development  at  the  E.C.  level  for  the 
period 1987-91. It covers a wide span of 
activities  such  as  research  on  energy, 
health, the environment, information and 
telecommunication,  raw  and  advanced 
materials, to name but a few. 
The Framework Program also defines 
the relative priorities in terms of financial 
support between these  actions.  Energy 
research accounts for  22 percent of the 
. resources for new program decisions dur-
ing  the period  1987-91. Within  energy, 
52 percent is  earmarked for  fusion,  38 
percent  for  fission  (primarily  nuclear 
safety)  and  10 percent for  non-nuclear 
energy. At 11 percent of the total for the 
new funding  decisions during the period 
'1987-91,. the  fusion  program  is,  after 
ESPRIT, the· second largest E. C.  research 
and development program. 
In absolute terms, overall expenditure 
for fusion research in the E. C. during the 
·period 1987-91 is  expected to be about 
2.3  billion  European  Currency  Units 
(ECU),  or,  on  the  average,  about  $580 
million  per  year  at  current  exchange 
rates.  The  E.C.'s  contribution  to  this 
amount  will  be  about  42  percent;  the 
remainder  will  be  supplied  by  national 
organizations  in  the member states,  as 
well as in  Sweden and Switzerland, two 
non-member  countrieR that have  joined 
the E.C.'s fusion effort. 
Basis,  development and  long-term 
goals of the program 
The following  decision of the Council of 
Ministers illustrates the solid basis of the 
E.C.'s fusion program: "The Community 
fusion  program  is  a  long-term  cooper-
ative project embracing all the work car-
ried out in the member states in the field 
of controlled thermonuclear fusion.  It is 
designed to lead in due course to the joint 
construction of prototype reactors with a 
view  to  their  industrial  production  and 
marketing." 
This  commitment has  provided  for  a 
unique  collective  effort,  which  over the 
past decades has resulted in some major 
accomplishments, such as Joint European 
Torus (JET), and has placed Europe in the 
first rank of fusion research. 
In  the early 1960s, work focused·  pri-
marily on the problems of magnetic con-
finement and on plasma heating. Avoiding 
duplication  and  stimulating exchange  of 
information  between ' the  participating 
laboratories  were  prime  tasks  of  the 
Commission.  Later,  in  response  to  the  .. 
success of the Soviet tokamak, the E.C. 
stepped up its effort and funding. 
In the 197  Os,  several machines of the 
tokamak  type  were  constructed  in  the 
E.C., and in 1977 construction started on 
the JET,  an  experimental  fusion  facility 
located in the United Kingdom. The E.C. 
covered 80 percent of  the costs of JET, 
which has been in  operation since  1983 
and is the world' s·largest tokamak. 
The objective of JET is to establish sci-
entific feasibility  of  nuclear fusion.  The 
next  step  will  be  to  address  technical 
feasibility of fusion in the Next European 
inherent  safety  of  fusion  reactors,  to-
gether with the envisaged environmental 
advantages  and  economic  competitive-
ness, make fusion a desirable objective as 
a major source of safe energy for future 
generations." 
International cooperation 
From the beginning of the E. C.'s involve~ 
ment  in  fusion,  it  was  recognized  that 
cooperation  is  a  major  key  to  making 
fusion energy a reality. The success of the 
E. C., ·u.s.  ARE  C. O-LEADERS IN  EFFORT TO 
STRENGTHEN INTERNATIONAL 
COOPERATION. 
Torus (NET), an intermediate machine of 
-the tokamak type.  Depending on  scien-
tific and technological progress, construc-
tion of NET may start in the first half of the 
next decade. After NET, the final  step in 
the E.C. program will be the construction 
of a demonstration reactor, DEMO, to ad-
dress economic feasibility  of nuclear fu-
sion. DEMO should produce electricity in a 
safe and reliable way. 
Current activities 
Main  objectives  of  the  fusion  program 
(1985-89) are: 
• Establishment of the scientific and tech-
nological basis for the detailed design of 
NET; 
• Start of the detailed design of NET; 
•  Exploration of the potential of certain 
alternative routes. 
The scientific basis for NET is primarily 
provided  by  the exploitation  of JET and 
other European tokamaks. Parallel to the 
scientific  effort,  a  technological  basis  is 
being developed, largely for NET, but also 
for longer-term goals. Work is being car-
ried out on superconductive magnets, tri-
tium technology, blanket materials, struc-
tural  materials  and  on  safety  and 
environmental issues.  For the design of 
NET,  a  team  has  been  established  in 
Garching, in the Federal Republic of Ger-
many.  The  European  industry  is  very 
much  involved  in  the program; in  fact, 
excluding large computers, 96 percent of 
the  high-technology  equipment  ur-
chased over the past 10 years was pro-
vided by European industry. 
A new program, basically a continua-
tion  of  the  current _ one,  has  been  pro-
posed for the period 1987-91 and awaits 
approval by the Council of Ministers. Re-
sponding to a request from the European 
Parliament, the Commission also  has is-
sued a statement on  environmental  im-
pact and economic prospects. This state-
ment  notes  that  "The  vast and  well-
established  reserves  of  fuel  and  the 
European initiative aimed at this·  goal is 
illustrative.  The -advantages  of  coopera-
tion ·  on  fusion  research also  have  been 
recognized on a world scale: The E.C. is, 
with  the United States, co-leader in  an 
effort to strengthen international cooper-
ation, by virtue of measures agreed at the 
1982 Western economic summit in  Ver-
sailles. 
In  international cooperation,. the E.C. 
fusion program presents itself as a single 
body  in  relation  with  other fusion  pro-
grams. In other words, all agreements on 
international cooperation have been and 
will be concluded by the Community. The 
current network of international coopera-
tion on fusion research, in which- the E. C. 
is a participant, includes: 
•  Bilateral framework  agreements with 
the United States and Canada; an agree-
ment with Japan is in preparation; 
•  Participation  in  several  multinational 
implementing agreements in  the frame-
work of the International Energy Agency; 
•  Participation,  with  Japan,  the  United 
.States and the Soviet Union, in a design 
study called  the ·International  Tokamak 
Reactor (INTOR) Workshop in the frame-
work-of the  .International Atomic Energy 
Agency (IAEA), completed end 1987. 
In  1986,  the  U.S.  Government  pro-
posed  a  collaborative  conceptual  design 
activity for  an  International Thermonu-
clear Experimental Reactor (ITER), under 
the  auspices  of  the  IAEA,  involving  the 
four large fusion programs of the world: 
those  of  the  E.C.,  Japan,  the  United 
States and the Soviet Union.  The work, 
.consisting  of producing  by  the  end  of 
1990 a conceptual design of an ITER and of 
coordinating  supportive  research  and 
development activities, could start early 
this  year  with  joint  design  work  per-
formed in Garching. E 
Wim Van Deelen is counselor for science and tech-
nology  at  the  E.C.  Commission's  Delegation  in 
Washington, D.C. 
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NEIGHBORS IN  PUSH 
FOR CLOSER E.C.  TIES 
as well  as Austria, Switzerland and  Ice-
land-Oslo has focused  on actively urg-
ing  closer  links  between  EFTA  and  the 
Community. 
Gro  Harlem  Brundtland,  the  Prime 
Minister, said at the inauguration of the 
E.C.'s Delegation in Oslo last November: 
"It is  my  Government's firm  desire  to 
cooperate actively  with  the Community 
to the full extent that is practically possi-
ble,"  but  she  added  that  Norway  also 
must "adapt to changes in Europe to an 
THINGS  HAVE CHANGED SINCE THE  1972 
REFERENDUM  REJECTING  MEMBERSHIP. 
AXEL KRAUSE 
A
fter narrowly rejecting Common 
Market  membership  nearly  16 
years ago, Norway is again out in 
front among a handful of European coun-
tries  seeking  to  expand  ties  with  the 
European Community.  More surprising, 
Norway also is moving faster than any of 
its  neighbors  in  edging  toward  full-
fledged membership-until recently a ta-
boo subject in Norway. 
"It may not be very perceptible to the 
outside,  but  there  is  a  new  European 
breeze  blowing  here,"  commented  the 
head of one of Norway's largest industrial 
companies during a recent conversation 
in  Oslo.  "And  it  is  blowing  us  to  E.C. 
membership-and I mean sooner rather 
than later." 
When the dust settled and the ballots 
were counted following the controversial 
September  25,  1972  referendum,  46.5 
percent of Norwegians supported mem-
bership;  53.5  percent  were  opposed. 
Since then, hostility to membership has 
eroded, particularly among youth, follow-
ing the embittered debate over the ref-
erendum that split the nation, and even 
individual families.  Opposition from Nor-
wegian farmers, fishermen and rural reli-
gious  groups,  who  vociferously opposed 
membership, has eased, and substantially, 
because of the E.C.'s continuing, strong 
commitment  to  agricultural  subsidies. 
And there is widespread disappointment 
in Norwegian political circles with what a 
recent  government  report  called  the 
"Americanization" of U.S. foreign policy. 
"The truth is,  1972 was  a long time 
ago, and while the scars remain sensitive, 
voting-age youth feels strongly pro-Euro-
pean, and above all, we are not a neutral 
country,  such  as  Austria  and  Sweden 
... our Atlantic connection is a lifeline/' 
said  a  senior  government  strategist  in 
Oslo. A banker added that new pressures 
for  E.C.  membership also have been fu-
eled by a realization that Norway's eco-
28  EUROPE 
increasing extent to avoid new obstacles 
to trade." That reference was to a grow-
ing sense of concern in Norway and other 
nomic links with the E.C. have expanded  EFTA  countries  that  only  full-fledged 
dramatically:  Nearly 70 percent of Nor- membership  will  ensure  reaping  the 
way's exports go to the Community. "For  benefits  of  the  integrated  E. C.  market 
many reasons, we are closer to the Com- due to come into being at the end of 1992. 
mon  Market  today  than  we  were  in  Brundtland, whose Labor Party recom-
1972-that is  a powerful factor  in  our  mended E.C.  membership in  1972,  has 
thinking."  not gone much beyond her speech of last 
Norway's  membership  in  the  North  November, however. "Our feeling is that 
Atlantic Treaty Organization (NATO)  and  the present Government could only move 
its  close  historic  ties  with  Denmark,  [on  reviving the bid]  if there was broad 
which voted to join the E. C. in 1972, also  consensus, but we have not reached that 
are repeatedly cited as reasons why Nor- stage yet," an adviser said.  "This is de-
way is better positioned to pursue mem- signed to get things started," he added, 
bership than other European countries.  flipping through the pages of a 148-page 
Some observers are still convinced that  I report published last year by the Ministry 
had Denmark voted first that year, Nor-
1  of Foreign Affairs for the Storting, Nor-
way would have followed, although every- way's Parliament, and titled "On Norway, 
one agrees that this is pure speculation.  the  E.C.  and  European  Cooperation." 
The two countries go back a long way- The report, which is expected to become 
history  buffs  remember  that  in  1536,  the  center of  a  national  debate  within 
Norway was proclaimed a Danish prov- several  months,  draws  no  conclusions 
ince;  that  in  1905,  Prince  Charles  of  about  membership,  but  its  message  is 
Denmark became Norway's King  under  clear, reflected in these observations: 
the  name  of  Haakon  II;  and  that  both  •  "Today,  Norway is  more closely  tied, 
countries  joined  NATO  in  1949  and  the  both economically  and  politically,  to the 
European Free Trade Association (EFTA)  E.C. than was the case in 1972." 
a decade later.  • "The foreign policy views arrived at by 
Some  political  observers,  diplomats  the E.C. countries together are of great 
and several leading Norwegian business  significance for  Norway.  Our chances of 
executives believe that E.C. membership  influencing these views will, however, be 
will  be  on  the  platform  of  either  the  limited by our [current] form of associa-
Conservative or the Labor parties, possi- tion with the E.C." 
bly both, in the next parliamentary elec- •  "It will  be essential for  Norway to be 
tions  scheduled  for  September  1989.  able to take advantage of the opportuni-
"We came close once before, but in con- ties available for participation in Western 
trast to what is  happening in other EFTA  European  cooperation  on  research  and 
countries, notably in all the Nordic coun- technology.'' 
tries and Austria, we are getting plenty of  •  "Security policy  cooperation  between 
encouragement  to  move  toward  a  new  the E.C. countries could develop in van-
plunge," commented the chairman of one  ous  directions.  Should  such  cooperation 
of Norway's leading companies. "Our po- continue  to  be  anchored  exclusively  in 
litical parties and leaders will,  I expect,  NATO?  As  a member of  NATO,  but not of 
respond in the months ahead, with clear  the E.C.,  the choice of direction will  be 
positions."  significant for Norway." 
So far they have not. Fearful of trigger- Whatever their implications, the state-
ing  new  political  turmoil  at home,  and  ments reflect questions and not answers, 
determined to avoid breaking ranks with  and their publication coincided with wide-
other members of the six-nation EFTA- spread  expressions  of  frustration  with 
notably neighboring Sweden and Finland,  recent E. C.-EFTA talks in Brussels by Nor-wegian  business  leaders,  who  have  ac-
tively supported E.C.  membership since 
the negotiations with Brussels began in 
1970; the talks were, of course, dropped, 
following  the referendum.  "We  were in 
favor  of  membership  then,  and  we  are 
again now," commented the president of 
one of Norway's largest industrial firms. 
"Most of us simply do not want to get 
ahead  of  the  politicians,  so  we  remain 
discreet and  do  not  shout the message 
from  the roof-tops,  but our message to 
the Government is clear: Adjustments to 
E.C. standards and norms, and the 1992 
program, assuming they work, simply is 
not enough. Nothing is wrong with EFTA, 
but its role has diminished. We must seek 
membership." 
Several  Norwegian  business  leaders 
are  out  front  already.  For  example,  ]. 
Gerhard  Heiberg,  president  of  Aker 
Norcem AS,  Norway's largest privately 
owned industrial company, is fond of tell-
ing visitors how he spends an increasing 
amount  of  time  lecturing  around  the 
country, appearing on radio and television 
programs,  urging  that Norway join  the 
E.C.,  citing  investments  being  made  in 
the E.C. by his company. 
Similarly, Arne Langeland, president of 
Norway's influential Export Council,  has 
warned  that  the  accelerating  drive  for 
establishment of an integrated 12-mem-
ber market by 1992 could trigger protec-
tionist  policies  in  the  E.C.,  harmful  to 
Norwegian exports and, for that matter, 
to others outside the E.C., a view echoed 
by top officials in the Federation of Nor-
wegian  Industries,  which  also  backed 
membership in 1972. 
Norsk  Hydro  AS,  whose  president 
Torvild  Aakvaag  is  a  member  of  the 
Roundtable of European Industrialists, a 
loose,  29-member  group  lobbying  gov-
ernments for  European integration, has 
also pushed his company into major E.C. 
investments,  including  a  fertilizer  plant 
near Bordeaux. Many similar Norwegian 
companies have invested substantially in 
nearby Denmark. 
But happenings in neighboring Sweden 
also  have  fueled  the pressures and  riv-
eted Norwegian attention on large indus-
trial groups there, notably Sweden's $50-
billion  Wallenberg group,  which  directly 
or indirectly controls such giants as ASEA, 
Electrolux,  L.M.  Ericsson,  Saab-Scania 
and Swedish Match. Many of these com-
panies have forged new links with other 
European companies, while Scandinavian 
Airlines  System  in  which  both  Norway 
and Sweden have strong interests, is still 
seeking a partner after its failure to ob-
tain control of British Caledonian. 
No recent statement touched off more 
confusion and speculation throughout Eu-
rope, however,  than Peter Wallenberg's 
recent speech about Sweden's member-
ship in the Community. Wallenberg, who 
is  vice-chairman  of  Skandinaviska 
Enskilda  Banken,  Scandinavia's  largest 
bank, and chairman of the Swedish Indus-
trial Federation, suggested that the So-
cial  Democratic Government reconsider 
its  long-established  policy  of  opposing 
E.C.  membership. The Government im-
mediately rejected any change in its ap-
proach, which  stems from  a 1971 deci-
sion to oppose E.C.  membership on  the 
grounds that it would threaten Sweden's 
neutrality  and  non-alignment.  "Wallen-
berg  did  not,  as  some  quoted  him  as 
saying, call for E.C.  membership," a se-
nior official at the bank said in Stockholm, 
adding  that  federation  has  long  urged 
membership. 
Despite the rebuff, many executives in 
the Wallenberg group feel  strongly that 
Norway,  and  possibly  Austria,  will  be 
among the first of the EFTA  countries to 
actively seek membership,  which  would 
not only  represent a  damaging  blow  to 
the organization, but to Sweden's policy. 
Indeed, the thinking behind Wallenberg's 
speech, aides say, was to prepare Sweden 
for a breaking of ranks within EFTA, which 
would  leave  Sweden  isolated-a  view 
Norwegians  believe  confirms  their con-
viction that they are heading in the right 
direction. E 
Axel  Krause  is  corporate-editor  of  the  Interna-
tional Herald Tribune. 
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E.C. SUMMIT SCORES 
DRAMATIC SUCCESS 
LAST -MI- NUTE ACCORD  IS  THE MOST 
RADICAL OVERHAUL OF  E.C.  FINANCES  IN 
ITS  HISTORY. 
SIMON ALTERMAN 
A 
dramatic summit agreement has 
propelled the European Commu-
nity from  penury to plenty,  but 
cash alone will not ensure a smooth ride 
to  its  next  major  goal-total economic 
integration by 1992. The accord, sealed 
in  the . early  hours  of  the  morning  on 
February 13  by  leaders·  of the  12  E. C. 
member states, is the most radical over-
haul of E.C. finances in the Community's 
30-year history.  The hope  is  that a big 
injection  of  extra money,  especially  for 
deprived regions,  and  strict controls on 
runaway farm spending, will end the per-
petual budget rows that have  tarnished 
the E.C.'s image among its own citizens 
and on the world stage. 
Participants jn the European Council at the start of the marathon meeting. 
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"The achievement in Brussels propels 
Europe forward," West German Chancel-
lor  Helmut  Kohl  said  after chairing  28 
hours of summit bargaining. spread over 
two days and much of two nights. "Com-
munity finances  are put on  a solid  basis 
until  1992 ...  this is  very important for 
the achievement of a true internal mar-
ket, and for  the reduction of  unemploy-
ment and the strengthening of economi-
cally deprived regions," he added. 
The "internal market" is the E,C. jar-
gon for the campaign to create a Commu-
nity without frontiers by 1992 with free-
dom  of  movement  for  people,  goods, 
capital and services. So far,  the E.C. has 
adopted only  67  of some 300 measures 
needed to scrap internal barriers within 
the Community. A quick financial deal was essential to 
stop the backlog from increasing further, 
especially since fierce political battles are 
forecast  over plans  to  free  capital con-
trols or bring value-added taxes and du-
ties  on  tobacco  and  alcohol  closer  to-
gether. Some officials have cautioned that. 
reaction to the Brussels deal has been too 
euphoric. But most diplomats agreed that 
after two summit failures, most recently 
in  Copenhagen last December, Brussels 
produced  a  genuine  compromise  with 
something for all the major players. _ 
Jacques  Delors,  the President of  the 
E. C. Commission, was the architect of the 
reform package that he described as the 
final  stage of  a rocket re-launching the 
European  ideal.  Diplomats  said  the 
achievement of forcing through the pack-
age in under a year could help him if he 
sought another two-year  term as  Com-
mission president next year. 
For Kohl,  the summit was a personal 
triumph at a time of friction with his allies 
in the North Atlantic Treaty Organization 
over arms control  and  with  the United 
States over the Federal Republic's cau-
tious economic policy. A master of politi-
cal maneuvering at home, he spent most 
of the final  day of the summit in one-to-
one  meetings with  his  key  partners, fi-
nally  persuading  Britain's  Prime  Minis-
ter, Margaret Thatcher, to give ground. 
He risked the wrath of West  Germa-
ny's powerful farmers ahead of two im-
portant state elections in  the spring by 
agreeing to automatic price cuts to curb 
output, but won backing for his scheme to 
pay farmers to take land out of produc-
tion, too. And he accepted that the Fed-
eral Republic, already by far the biggest 
contributor to E.C.  coffers, would  come 
up with even more. 
Thatcher conceded that she won less 
stringent  curbs  on  the  farm  subsidies 
than  she  would  have  liked.  But  a  few 
years  ago,  the  very  notion  of  cutting 
prices to control surpluses was a heresy. 
Farm spending should now drop to nearer 
half of total E.C. payments in 1992 from 
two-thirds at present. 
"We have achieved some of our main 
objectives,  control  over agriculture and 
Community spending. We  need this con-
trol now,  not at some uncertain time in 
the  future,"  Thatcher said.  In  another 
crucial issue, she also held on to a special 
budget rebate system that has saved Brit-
ain  more than $5 billion  since  1984 be-
cause it does so  badly out of the E.C.'s 
Common  Agricultural  Policy  (CAP).  By 
compromising  over farm  curbs,  she es-
caped blame for another summit collapse, 
but, with her opponents back home im-
Simon Alterman reports from Brussels for Reuters. 
mediately  accusing  her  of  capitulation, 
diplomats said Britain had yet to shed its 
image as a reluctant European. 
The Brussels summit 
produced a genuine 
compromise with 
something for all  the 
players. 
French Prime Minister Jacques Chirac 
was her main adversary throughout. Dip-
lomats said  that with  an  eye on  April's 
I presidential election, he was determined  ' 
to be seen defending the interests of the 
E.C.'s  most  powerful  farmers,  the 
French. "We have guaranteed the financ-
ing of the CAP," was his assessment of the 
agreement, which included the 160-mil-
lion-ton ceiling on cereals output he had 
demanded  rather  than  the  155  million 
tons sought by Thatcher. 
E.C. farm officials pointed out that the 
row  was  largely  symbolic  in  the  short 
term, since next year's harvest is likely to 
be nearer 17 0 million tons and a price cut 
of around 5 percent seems likely. Chirac' s 
likely  rival  in  April,  President Fran<;ois 
Mitterrand,  maintained  the lofty  stance 
on which his image as a statesman is built. 
He broke his summit silence occasionally 
to appeal for compromise and even found 
time to drive to the old  main square of 
Brussels for a stroll on Friday afternoon. 
"The  principal  objective  here  was  to 
serve Europe," he said.  E 
KOHL HAILS SUMMIT  RESULT 
The  following  are  excerpts  from  a 
press  statement  made  by  German 
Chancellor Helmut Kohl  at the  con-
clusion of the summit. 
T 
he way is  now open for tackling 
necessary  Community  refmms. 
We, the German presidency, together 
with the E. C. Commission, will be very 
intensively involved  in  preparing the 
actual  German  E. C.  summit,  sched- . 
uled for June in Hanover. This is very 
important with a view to the time left 
for achieving an internal market. 
We have placed the financing of the 
Community up to 1992 on a solid ba-
sis. Greater account is being taken of 
the  relative  wealth  of  the  member 
states. The offset mechanism for Brit-
ain is being continued. By doubling the 
budget for the structural fund  in  real 
terms by 1993 and by concentrating it 
on  the  less  wealthy  regions  [of  the 
Community],  we want  to  strengthen 
the economic and social cohesion and, 
as such,.  the future of the Commwlity. 
It is my firm  belief that this is one of 
the prerequisites for the realization of 
an internal market. 
With  the  decision  on  a  Common 
Agricultural Policy we are giving our 
farmers an orientation and prospects 
for the future. We have the bigger task 
of  correcting  mistakes  made  in  the 
past. We  are determined to stop and 
reduce the trend toward overproduc-
tion. 
As  such,  the way  is  now  open for 
establishment of the internal market. 
This area without internal frontiers for 
320 million people is an indispensable 
basis if the Community economy is to 
be able to survive in the face of global 
competition. 
I am fully  aware of the fact that in 
the period up to 1992 we are going to 
have to overcome many difficulties at 
home in the context of national affairs. 
But I feel  we  need to face  this chal-
lenge.  There is  no  alternative-! re-
peat-there is no alternative to Euro-
pean unification. It is my hope that we 
Germans  will  be  able  to  contribute 
toward this end at the next summit in 
Hanover .... 
Permit me to make a brief remark 
from  the  viewpoint  of  the  German 
Chancellor, from the viewpoint of the 
situation in my country. As I have said, 
European integration is important for 
our economic survival. I would like to 
underscore  something  that is  some-
times forgotten here in Brussels in the 
course of discussions such as those of 
the past  two  days,  namely,  the fact 
that economic integration leads to so-
cial  integration.  This,  in  tum, is  the 
prerequisite for political integration. 
We Germans do not want a "fancy" 
free-trade  zone.  We  want  a  Europe 
that is  able  to  raise its voice  and  to 
speak with  one voice,  a Europe that 
does justice to its responsibility in the 
world  and  makes its contribution to-
ward overcoming problems on the old 
Continent and elsewhere in the world. 
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'  'They're  just sucking up to the 
European Parliament," one 
senior  European  Commu-
nity  official  thundered  recently  after 
reading  a  report by  colleagues  that he 
clearly considered a waste of both money 
and  time.  His  was  an  extreme view,  no 
doubt -and a jaundiced  one  perhaps-
but  few  in  Brussels  these  days  would 
deny that decisions are taken and propos-
als  formulated  by  the E.C.  Commission 
with an increasingly anxious glance down 
the  road  toward  the  European  Parlia-
ment. 
Since the introduction last July of the 
Single  European  Act,  there is  growing 
evidence that the apparently modest new 
powers conferred on  the Parliament by 
this important revision to the Communi-
ty's  founding  charter,  the  Treaty  of 
Rome, are enabling Members of the Eu-
ropean Parliament (MEPs) to play a much 
more influential role in E.C. affairs. 
The main significance 
of this new 
"cooperation 
procedure" is that it 
covers measures 
designed to bring into 
effect a single 
European market by 
1992. Previously, the Parliament's authority 
had extended to having  a limited say in 
the setting of  the E.C.'s annual  budget 
and the apparently brutal, but in practical 
terms largely unusable power of dismiss-
ing the entire Commission.  On  detailed 
day-to-day  legislation,  it  was  only  con-
sulted. 
Under the new rules of the Single Act, 
some legislation  now  goes  through two 
readings,  with  Parliament  enjoying  the 
right the second time around to put for-
ward  detailed  alterations  and  amend-
ments that, if accepted by  the Commis-
sion, can only be rejected by the member 
states in the Council of Ministers through 
a unanimous vote. The main significance 
of this new "cooperation procedure," as 
it  is  called,  is  that it  covers  measures 
designed  to  bring  into  effect  a  unified 
European  market  and  could  thus  be  a 
crucial political element in the run-up to 
the 1992 deadline. 
The other major  power in  the Single 
Act is the assent procedure, which gives 
Parliament  an  effective  veto  over  the 
accession of new member states to the 
E.C.  as  well  as  over new  trade agree-
ments with non-E. C. states. This sanction 
already  has  been  used  to  considerable 
effect in the last couple of months to hold 
up trade deals with Turkey and Israel, in 
both cases on blatantly political grounds, 
and is made the more potent by the fact 
that the assembly constitutionally has to 
muster an absolute majority of its mem-
bers (260 votes) to reach such decisions. 
Over the last eight months, MEPs have 
flexed  their  muscles  on  several  other 
significant issues, but while figures show 
that more than four-fifths  of their ideas 
have been accepted by the Commission, 
none  have  so  far  made  it  through  the 
Council  of  Ministers. Several,  however, 
are pending and observers say it is only a 
matter of  time  before  Parliament's im-
print is clearly visible on E.C. legislation. 
Three recent clashes illustrate the way 
that  the  Commission  (and  to  a  lesser 
extent the member  states) are feeding 
the European Parliament into their cal-
culations. 
•  In  the  recently  agreed  vehicle-emis-
sions  package  Parliament  backed  Den-
mark's  call  for  tougher  proposals  than 
those  favored  by  the  Commission  and 
backed by a majority of member states. 
The Commission  refused  to  accept  the 
amendments, pointing out that the E.C.'s 
car industry had already geared up for the 
new standards and that the Council there-
fore  would  not  accept  the  stricter  re-
quirements.  Half  a loaf,  it was  argued, 
was better than none. 
•  On  food  radiation standards after  the 
Chernobyl  disaster,  the  Parliament 
wanted to change the legal basis  of the 
proposal so  that it would fall  within the 
scope  of  the  cooperation  procedure. 
Again  the  Commission  refused,  but  as 
with the car emissions case, much time 
and  trouble  were  taken  to  explain  its 
point of view. 
• The question of the RACE research pro-
gram  into  broad-band  telecommunica-
tions was even more complex,  touching 
on the deeply sensitive issue of whether 
the Council  or Commission  should  have 
ultimate control over where and how the 
money is  spent.  The Parliament backed 
the Commission, but its amendment was 
unanimously defeated by the Council 
Notwithstanding  these failures, there 
is  a  new  and  positive  awareness  that 
without close collaboration between the 
three institutions of the E. C. it is possible 
that  Parliament-amended  legislation 
could  get permanently stuck,  unable  to 
get the qualified majority of Government 
votes needed for approval, equally unable 
to get the unanimity needed for rejection. 
Another new power 
is  the  assent  proce-· 
dure which  gives the 
Parliament effective 
veto  power over new 
trade  agreements. 
The last point is  significant  since  there 
are signs that some of the smaller coun-
tries of the Community have been looking 
to the Parliament as a useful new ally to 
fight certain battles. 
The  transformation  in  Parliament's 
relative position, it must be stressed, is 
far from complete. The ultimate extent of 
its influence remains uncertain, while the 
case for giving more powers to an institu-
tion  too  often  discredited for  posturing 
and  polemics  cannot  yet be  said  to be 
proven.  There  is  still  a  temptation  to 
indulge in what the British conservative 
MEP,  Christopher  Prout,  calls  "gesture 
politics" that can distract members from 
the serious and responsible use of  their 
new powers. 
To be fair, however, it is still early days 
and  few  doubt  that  the  assembly  will 
gradually  gain  in  experience  and  over-
come  some  of  its  inherent  disabilities. 
One is the lack of a single majority party 
and  the  new  need  to form  cross-party 
alliances if  a proposal is to gain the neces-
sary number of votes.  Besides the left-
right  split,  MEPs  inevitably  line  up  on 
some issues on a largely nationalistic ba-
sis  and,  to  complicate  things  further, 
there  are  additional  regional  groupings 
where,  say,  industrial  programs  are  at 
stake.  But  the  signs  are of  more  open 
cooperation  between  the  Socialist  and 
Christian Democratic groups, and-sepa-
rately-between  the  Christian  Demo-
cratic,  conservative,  liberal and  Gaullist 
parties. 
One  of  the  biggest  problems  is  the 
disorder caused by  the lack  of  a single 
headquarters. The assembly holds  com-
mittee meetings in Brussels and plenary 
sessions  in  Strasbourg,  but  most  of  its 
2,800  staff  are  based  in  Luxembourg, 
where the Parliament no  longer meets. 
"There is  no  question  that  this  is  the 
single most damaging thing for the Parlia-
ment," says a Brussels observer. If the 
Parliament ever moved its entire opera-
tion to the Belgian capital, he adds,  "it 
would  change  the  whole  politics  of  the 
Community.'' 
That might be something of an exag-
geration,  and  with  staunch French  and 
Luxembourg  opposition  to  any  exodus 
from  their  cities,  the  prospect  of  one 
center still remains a distant dream. 
Perhaps the biggest difficulty  for  the 
Parliament is that its new powers under 
the  Single  European  Act  are  predomi-
nantly  negative-pressuring  the  Com-
mission  to withdraw proposals or effec-
tively rejecting them outright. With  the 
new  cooperation  procedures  likely  to 
slow down the dash for the 1992 internal 
market, balancing power and responsibil-
ity is likely to be a major challenge of the 
next five years. E 
Tim Dickson reports from Brussels for the London 
Financial Times. 
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11
e  smallest  economy  in  Europe 
as once  again  proved itself the 
most resourceful. The claim is  a 
bold one, but it comes from an impeccable 
source: The report on Luxembourg's eco--
nomic  performance by  the Organization 
for  Economic Cooperation and Develop·-
ment  (OECD)  in  February  praised  a 
"highly  satisfactory"  record  that  has 
placed the Grand Duchy at the top of the 
European Community league for  tacklin~~ 
inflation and unemployment and given it a 
well-above-average growth rate through·· 
out the 1980s. 
pansion. In Luxembourg, by contrast, the 
consumer  price  index  actually  declined 
throughout most of 1987 and is expected 
to rise by no  more than 1 percent to 2 
percent this year. 
Nevertheless,  Wall  Street's  "Black 
Monday"  has  cast  its  shadow  here  as 
well.  A country  that  switches  its  main 
economic  activity from  steel production 
to the financial  sector as successfully as 
Luxembourg can rightfully claim pundits. 
But in the search for new growth areas, 
and in particular the solicitation of "pri-
vate  banking"  business,  might  not  the 
Luxembourgers have led themselves into 
a trap? The OECD is certainly a little un-
easy about the matter. It makes no real 
forecasts,  but  wonders  whether  the 
stock-market crash might not have con-
sequences  for  Luxembourg.  Taken  to-
While it is true that the management of 
an economy not much bigger than that of 
many American cities is less arduous than 
the  challenges  posed  to  more  exposed 
countries, it should also  be remembered 
that Luxembourg has had to grapple with 
a  potential  destabi-
lizing reliance on the  Early in the 1980s, ! Luxembourg banks 
steel industry in  re- decided to switch h1to "retail banking." 
gether  with  the 
probable  continued 
decline  in  the  steel 
industry  and  the 
slowdown in foreign 
investment  world-
wide,  the  OECD  has 
downgraded its esti-
mate  of  this  year's 
growth to  around  1 
percent. 
cent  years,  where 
the  recession  has 
taken  a  relatively 
grim  toll.  To  have 
sustained  an  aver-
age  annual  growth 
rate  of  3.4  percent 
for  the  past  15 
years,  rising  to  3.9 
percent since  1984, 
is  remarkable  given 
that the steel indus-
try,  which  once fur-
nished 40 percent of 
the  jobs  in  Luxem-
bourg,  has  been 
more or less halved 
in  size.  In  such cir-
cumstances,  many 
Governments  might 
have lqst sight of in-
flation  objectives  in 
their search for  ex-
Since  the  early 
1970s, Luxembourg 
has  switched  eco-
nomic  priorities. 
Whereas  about  60 
percent of gross na-
tional  product  was 
then represented by 
industry,  the  figure 
has  fallen  today  to 
about a third or less. 
Correspondingly, 
the services  sector, 
almost wholly  bank-
ing,  has  risen  from Luxembourg has 
sustained an average 
annual growth rate of 
3.4 percent for the past 
IS years, rising to 3.9 
percent since 1984. Banque lnternationale a  Luxembourg S.A. 
2, boulevard Royal 
Banque lnternationale a  Luxembourg S.A. 
New York Representative Office 
As well as in Frankfurt, London, Lausanne, 
Singapore and Tokyo 
L-2953 Luxembourg 
Tel.: 4791-1 
540 Madison Avenue 
31st Floor 
USA-New York NY 10022·3250 
Tel.:  (212) 751-4800 
It's wOrth gold 
A bank- reliable and accomrnodating. 
A bank- friendly and  effi(~ient. 
Not too large, not too small. Jus;t your size. 
Banque lnternationale a  LUXE~mbourg: 
tailor-made banking. 
private banking, portfolio management, gold, bonds, 
deposits in eurocurrencies, 
constitution of off-shore or holding companies, 
prrmary bond issues and secondary market in  ECU, $US,$ CAN,  ... 
syndications, club deals and direct !endings, 
treasury dealings: foreign exchange and money market 40 percent to 60 percent. This has been 
the  principal  source  of  Luxembourg's 
successes in recent years. 
Even within the financial sector, there 
has been a noteworthy shift of priorities. 
For  much  of  the  late  1970s,  Luxem-
bourg's rise was based on its expertise in 
the Euro-dollar business. This recondite 
art was based on the recycling of "petro-
currencies" and it served West German 
and Scandinavian banks very well  to lo-
cate  their  practices  in  Luxembourg. 
The decline of business was inevitable 
as the source of  oil  money ran dry and 
other banking centers got in on the act. 
banker.  "They  have  put  money  into 
bonds,  gilt-edged  securities  and  the 
longer maturities, and there is no  doubt 
that these have proved better than equi-
ties. But I think that there is still some-
thing to prove in the longer run. And I do 
wonder if the E.C.'s proposed liberaliza-
tion  of  the  banking  market  might  not 
ultimately  be  to  Luxembourg's  disad-
vantage." 
The concern here is acknowledged in 
Luxembourg. The drive by the E. C. Com-
mission  to open  up  the market so  that 
every citizen has the right to open a bank 
account in  any member state seems al-
while Strasbourg is the site of the Parlia-
ment's monthly formal sittings and Brus-
sels is the location for most of the com-
mittee  and  political  party  meetings, 
Luxembourg  is  still  the  home  of  the 
2,000-strong  Secretariat.  The  split  be-
tween the three cities of the Parliament's 
work is·  costly and inconvenient and there 
is a de facto move to end it through the 
gradual  drift  of  personnel  to  Brussels. 
The members themselves (except for the 
French  and  Luxembourg  deputies)  all 
strongly favor this. 
The  Luxembourg  authorities  do  not 
like  it  at  all.  There  is  great  prestige 
attached to playing host to the European 
Parliament. There are also  useful finan-
cial gains to be made. An  unofficial esti-
mate has it that some  10 percent of all 
retail spending in the city of Luxembourg 
comes from the Eurocrats and their fam-
ilies.  The  loss  of  the  Parliament  staff 
could  mean  a  drop  in  property values, 
according  to  some  commentators.  It 
would  hit  restaurant  and  bar  business. 
Whether or not the Parliament formally 
decides  to  move  to  a  new  building  in 
Brussels, as is widely speculated, it seems 
hardly likely  to increase its presence in 
Luxembourg. 
Other E.C.  institutions,  including  the 
rapidly growing European Court of Jus-
tice, the European Investment Bank and 
the computer and  statistical services of 
Luxembourg is a country with no real social unrest, no serious economic or political 
problems and little cause for concern save a falling birth rate and an aging population. 
<9  the Commission, remain firmly rooted in 
Early  in  the  1980s,  the  Luxembourg 
banks took a major decision to switch into 
"retail banking." It  seemed to be deliver-
ing a challenge to both Switzerland and 
London,  the  traditional  centers for  this 
kind of activity. Many wondered whether 
Luxembourg, for all its accomplishments, 
would  be  able  to  recruit the  necessary 
talent for private portfolio management. 
Certainly it had the necessary basic bank-
ing infrastructure. It had the right com-
munications and it enjoyed a tolerant na-
tional · Government  where  banking 
practices were concerned. 
"You  must bear in  mind  that Luxem-
bourg is  not  out  to start a  "secret ac-
count" business,"  a leading banker said 
recently. "We have in mind the 'middle' 
investors,  who  have  perhaps  $100,000 
and  upward  to  invest -and there  are 
very many of them throughout Europe." 
The  remarkable  growth  of  over  40 
percent in bank deposits in Luxembourg 
is  one answer to the skeptics. But they 
have  not  been  entirely  silenced.  "It is 
true that the more conservative approach 
to investment taken by the Luxembourg 
banks  has  probably  served their clients 
well in the market crisis," says a London 
most certain to be accompanied by rules 
to  harmonize  banking  practices. 
But there is  an off-setting factor that 
could play to Luxembourg's advantage. If 
the E.C. member countries are sincere in 
their drive to establish complete liberal-
ization of capital movements throughout 
the  Commnuity,  and  if  the corollary  of 
this is the setting up of a single monetary 
authority for the Twelve, then a number 
of factors suggest that this should be in 
Luxembourg.  The professional  claim  of 
the  Grand  Duchy  is  undoubted.  The 
moral claim is not much less so. There is 
considerable irritation in Luxembourg at 
the way the European Parliament has slid 
away from its grasp over the years. While 
Luxembourg retains a legal claim  to be 
the formal seat of the Parliament-and is 
pursuing  it  with  some  tenacity  in  the 
courts-the Parliament  has  not  sat  in 
Luxembourg for several years. 
The latest blow has been the decision 
to move the English-speaking press ser-
vice of the Parliament to Brussels, which, 
while it involves only a handful of people, 
has nevertheless put a deepening shadow 
over Luxembourg because of what it im-
plies about other operations. At present, 
the Grand Duchy, however. And no mat-
ter  how  much  officials  and  journalists 
complain, there seems no likelihood that 
the 12  E.C.  Governments,  through  the 
E.C.  Council  of  Ministers,  will  give  up 
meeting in Luxembourg for three months 
of the year. 
It is a commonplace that Luxembourg 
has  faced  and  surmounted  three major 
challenges in the past 15 to 20 years: the 
decline of  the steel industry, the end of 
the Euro-dollar boom and the loss of the 
plenary sittings of  the European Parlia-
ment. It could be that a fourth problem is 
in  the  making  with  the  stock  market 
collapse  and  the  spread  of  distrust  in 
financial  institutions.  But  there  are  no 
statistics yet to suggest it,  nor is  there 
any  sense  that  the  country's  bankers 
have become unnerved. As always in Lux-
embourg, one is impressed with the com-
posure  and  solidity  of  its  leaders  and 
citizens. It is a country with no real social 
unrest, no  serious economic or political 
problems  and  little  cause  for  concern 
about its future save that of a falling birth 
rate and aging population.  E  · 
Alan  Osborn  is  the Brussels bureau  chief of  The 
Daily  Telegraph. 
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OF THE 
E. C. 
BUSINESS & 
ECONOMICS 
COMMISSION 
PROPOSES 
SINGLE 
BANKING 
LICENCE 
The E. C. Commission proposed 
on  January  13  a  directive  on 
opening up banking throughout 
the  Community,  calling  for  a 
"Single  Community  Licence" 
for  banks  that  will  allow  any 
bank  authorized  to operate  in 
its home country to do business 
in  the rest of  Europe as  well. 
Under the plan, the home coun-
try will be solely responsible for 
the  prudential  control  of 
branches  established  in  other 
E.C. member states. 
Once  the  plan  is  approved, 
the new single  licence  will  be 
valid on a number of activities, 
including  trading  in  securities, 
portfolio  management  and  ad-
vice,  and  leasing.  Any  activity 
allowed  by  the  licence  in  the 
home country will  be fully  and 
automatically  permitted  else-
where  in  the  Community-
even if the other country does 
not allow its own  banks to en-
gage in the same activity. 
The Commission  noted in  a 
'statement  that  the  proposed 
system (which must still be ap-
proved by the Council of Minis-
ters before coming into law) has 
been made possible by the high 
degree of harmonization of pru-
dential rules achieved under the 
first banking directive of 1977, 
and the 1983 directive on  Su-
pervision on a Consolidated Ba-
sis.  The  new  directive  also 
deals with the conditions under 
which  banks  from  non-E.C. 
<Zountries  can  be  granted  the 
single  banking  licence  and  es-
tablish themselves in the Com-
munity. 
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BELGIUM TOLD 
TO END 
TELECOM 
MONOPOLY 
In a move aimed at breaking up 
the  remaining  telecommunica-
tions monopolies in Europe, the 
Commission called on  Belgium 
in late December to stop giving 
exclusive rights to its Posts and 
Telecommunications Authoritiy 
to import and supply low-speed 
modems and first  telex termi-
nals. The markets for terminal 
equipment for connection to the 
public telecommunications net-
works  are  expanding  strongly 
and  it  is  important,  the  Com-
mission believes, that users be 
able to benefit from the techno-
logical developments in the sec-
tor and to chose the equipment 
that best suits their needs. 
The  present  monopoly  in 
Belgium  denies  suppliers  of 
these types of equipment from 
other E.C.  member  states di-
rect access to the Belgian mar-
ket,  thus  constituting  a  re-
straint  on  trade,  the 
Commission  said  in  a  state-
ment. It has in the recent past 
taken  similar  action  against 
Germany, and has obtained as-
surances  from  Italy  and  the 
Netherlands that they will soon 
abolish  the  exclusive  rights 
they have granted in this sector. 
agreement between the E.C.'s 
12 trade and industry ministers 
was a big step toward the ideal 
of open trade envisioned in the 
Treaty of Rome  which  set up 
the Community, insurance ana-
lysts and company officials said. 
"They've  been  talking  about 
this  for  30  years,  so  it  is  a 
welcome move," said Cornelius 
van Keken,  a senior executive 
at  the  largest  Dutch  insurer 
Nationale  Nederlanden.  "Eu-
rope is opening up," agreed a 
spokesman  for  Commercial 
Union  Assurance  Co.  PLC  in 
London.  "We're emphasizing it 
more and more as an area." 
Lloyds  has  long  complained 
of  the  difficulties  in  breaking 
through national barriers in Eu-
rope, getting less than 10 per-
cent  of  its  business  from  the 
I
~~~~~~~  E. C. and regarding the Commu-
nity  as  being  very  underin-
sured. "There is an enormous, 
EUROPEAN 
INSURERS 
WELCOME E.C. 
COMPETITION 
MOVE 
European Community plans to 
demolish  barriers  set  up  in 
member states to protect do-
mestic  insurance  industries 
should open up significant new 
markets, insurance company of-
ficials say. The E.C. has agreed 
in principle to allow more com-
panies  to  seek  non-life  insur-
ance  outside  their  own  coun-
tries.  Some  smaller  E.C. 
members have  expressed con-
cern about the prospect of fac-
ing  stiffer foreign  competition, 
but larger countries have gen-
erally welcomed the chance to 
penetrate  deeper  into  Euro-
pean markets, especially that of 
Germany. 
"The accord .. . is an historic 
milestone in the development of 
the  European  Community," 
said  Peter  Miller,  a  former 
chairman of Lloycls  of London. 
Insurance  analysts  say  that 
Lloyds is likely to be none of the 
main beneficiaries of the move. 
They say  British,  Belgian  and 
Dutch  firms-whose  home 
markets  are  already  open  to 
competition-should  be  the 
other major gainers. 
The  December  outline 
untapped market in Europe and 
this accord has opened the door 
to it.  Now  it is  up  to  Lloyds 
brokers and underwriters to go 
through," said a Lloyds spokes-
man. 
Some E.C. nations, however, 
see their insurance firms  as  a 
strategic  industry,  and  they 
have set up barriers to protect 
them.  Usually,  they  have  left 
out big-ticket  items like  ships 
and aircraft, many of which are 
insured  through  the  interna-
tional market that Lloyds oper-
ates.  But  medium-sized  busi-
nesses  seeking  property  or 
product liability from foreign in-
surance  firms  have  not  been 
able  to  do  so.  Insurance  ana-
lysts say they will be the main 
target  of  foreign  insurance 
firms  once  the  barriers  come 
down.  Since  Germany's  barri-
ers are the highest, the oppor-
tunities  for  growth  will  be 
greatest there, they said. 
But Joern Badenhoop, direc-
tor for  international  affairs  at 
the  West  German  Insurance 
Association,  told  Reuters  the 
industry  there  is  solvent,  se-
cure and ready for competition. 
"The  West  German  fire  and 
product liability insurance mar-
ket is one of the most competi-
tive in Europe, and I wonder if 
foreign companies will  try and 
step in,"  he  said.  Any  foreign 
competitor would  also  have to overcome a tightly knit system 
in which each German company 
has close  ties with its insurer, 
unlike  the case in  Britain,  for 
example,  where  business  is 
done  through  brokers,  he 
added. 
Small  European  companies 
are worried about more compe-
tition, however. In Belgium, af-
ter the  company  Assubel  Vie 
announced in December it was 
discussing  closer  cooperation 
with  the  French  firm  Assur-
ances Generale de  France, in-
surance executives are worried 
that the French will move  in. 
"It is  highly  likely  given  the 
linguistic  ties  that the French 
companies  will  target  Bel-
gium," one  analyst said.  "It is 
understandable that the Belgian 
companies feel vulnerable" 
The E.C.  moved to open up 
the  insurance  market  in  re-
sponse  to  a  December  1986 
ruling by the European Court of 
Justice  in  Luxembourg  which 
effectively  decided  that larger 
firms  should  be  free  to  place 
their  insurance  with  foreign 
companies. Doing so can bring 
advantages like cheaper premi-
ums but can also take the firm 
out of the protective circle of a 
tight,  officially  guaranteed  do-
mestic industry. "The Court ef-
fectively  decided  that  some 
companies  are  big  enough  to 
fend  for  themselves  in  the 
brave  new  world  of  interna-
tional competition," said one in-
dustry source. "The only ques-
tion was  how  to decide  which 
ones.''-Reuters 
EIB PLEDGES 
HELP TO SINGLE 
EUROPEAN 
MARKET 
The  European  Investment 
Bank (Em) pledged in late Janu-
ary to assist the development of 
a  single  European  common 
market by lending to the poorer 
regions  and  supporting  trans-
port projects  in  the European 
Community. The Bank, the sec-
ond-biggest  institutional  bor-
rower  and  lender  after  the 
World  Bank,  said in  its annual 
review  that  it  would  work 
closely with other E.C. institu-
tions to achieve the Communi-
ty'  s  aim  to  set up  a  genuine 
common  market  with  free 
movement of goods, capital and 
people by 1992. 
The  Effi  doubled  loans  to 
new  E.C.  members Spain  and 
Portugal  as  part of  efforts  to 
reduce imbalances between the 
Community's  poorer  southern 
members  and  the  generally 
richer ones in the north. It also 
agreed a landmark loan  of  1.4 
billion  European  Currency 
Units (ECU),  or about $1.7 bil-
lion, to help finance the Channel 
Tunnel rail project that will con-
nect Britain and France. 
"The Bank's loans for invest-
ment in Community infrastruc-
ture improve the cost  -effective 
movement  of  goods,  persons 
and  information  within  the in-
ternal market, and investment 
in  regional  development  con-
tributes to economic and social 
cohesion," Em President Ernst-
Guenther Broeder told a news 
conference.  Altogether  EIB 
lending both inside and outside 
the E.C.  rose some 4 percent, 
to 7.84 billion ECU  (about $9.7 
billion) in 1987. 
Italy  received  the  biggest 
amount  of  loans,  followed  by 
Spain and Portugal. Funds were 
also  channelled  to  regions  in 
Greece,  Ireland  and  Northern 
Ireland  where there was  high 
unemployment and average in-
comes were below the E.C. av-
erage. 
The  Em,  which  is  based  in 
Luxembourg, operates more or 
less independently of the Euro-
pean Community.  It works  by 
borrowing funds  through bond 
issues  on  international  capital 
markets  and  relending  the 
funds  to  projects  inside  the 
Community  and  to  countries 
with  financial  or trade  agree-
ments with the European Com-
munity.  As  one  of  the world's 
biggest  and  most  respected 
borrowers  it  is  able  to  raise 
money at much lower rates of 
interest  than  the  rates which 
backers  of  individual  projects 
would pay. -Reuters 
EUROP~~N 
POLITICS 
COMMISSION 
PUBLISHES 1988 
WORK 
PROGRAM 
The Commission  published  its 
work  program for  1988 early 
this year, focusing its attention 
on  economic  growth,  develop-
ing the Community's role in the 
world, completing the single in-
ternal market, improving exist-
ing  policies  (especially in  agri-
culture),  and  pushing  forward 
initiatives  toward  a  "People's , 
Europe." Among the Commis-
sion's specific goals: 
Single European Act: 
• Increased economic and social 
cohesion. 
• Common actions for scientific 
and technological development, 
to help  E.C.  industry maintain 
and improve its "cutting edge." 
•  Further development  of the 
European Monetary System. 
\NTERNATlONALE 
noUANEWEG 
VOlE  UOUANIERE 
INTERNA110NALE · 
The Commission will work this year toward abolishing all border 
transport controls in the European Community. 
• Coordinated action to improve 
the environment. 
External Relations: 
• Active·  progression on negoti-
ations in the Uruguay Round of 
multilateral  trade  negotiations 
under the GATT. 
•  Wider  economic  cooperation 
with the countries of the Euro-
pean  Free  Trade  Association 
(EFTA). 
•  Normalization  of  relations 
with the European members of 
Comecon,  the  Soviet  -led  eco-
nomic bloc. 
•  Launching  of  talks  with  the 
African,  Caribbean  and  Pacific 
(ACP) countries on a new Lome 
Convention for aid and develop-
ment. 
• Consolidation of relations be-
tween the E.C. and the People's 
Republic of China. 
Internal Market: 
•  Coordinated  development  of 
computerized  customs  proce-
dures. 
• The abolition of border trans-
port controls. 
•  Publishing of a study on the 
costs of barriers to internal Eu-
ropean trade. 
•  Adoption  of a directive on  a 
free market for machinery. 
•  The  liberalization  of  capital 
movements in Europe. 
• A free market in life insurance 
and  third  party motor vehicle 
insurance. 
•  Recognition  of  professional 
qualifications  throughout  the 
Community. 
•  Adoption  of  the  Youth  Ex-
change Scheme (YES) for educa-
tion. 
• Introduction of a Community 
trademark. 
•  Protection  of  intellectual 
property, with the presentation 
of a Green Paper on copyright. 
•  Agreement  on  bringing  sig-
nificant  company  mergers 
within a single  set of Commu-
nity rules. 
Other Areas: 
• New programs to support re-
gional  development  or  indus-
trial conversion. 
• Implementation of all31 Inte-
grated  Mediterranean  Pro-
grams (IMP) and the preparation 
of new ones. 
• A report on the future of the 
countryside, in light of changes 
underway in agricultural policy. 
•  Intensified  efforts  to involve 
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economic and social policy. 
• An action program to provide 
for  the  reintegration  of  the 
long-term  unemployed  will  be 
introduced. 
• New proposals on health and 
safety at work. 
• Action to improve the working 
conditions of women. 
• Measures to improve the legal 
environment  for  small  busi-
nesses. 
•  Expansion  of  E.C.  research 
and development, especially in 
the areas of  preventive  medi-
cine,  the  environment,  new 
transport  technologies,  new 
technologies  in  manufacturing, 
new materials,  nonnuelear  en-
ergy, marine science, telecom-
munications and other fields. 
• Proposals on consumer safety. 
• Improved access to Europe's 
cultural resources. 
• Establishment of a European 
cinema  and  audiovisual  arts 
academy and the production of 
programs compatible  with  the 
European  technical  specifica-
tions for  high-definition  televi-
sion. 
• Preparation for the European 
Community Games, which will 
cover  24  disciplines  and  be 
staged in 24 towns in 1989. 
•  Action  on  health  education 
and medical research. 
•  Publication  of a  comprehen-
sive  guide  to  rescue facilities, 
warning  systems  and  emer-
gency  plans  in  all  member 
states of the Community. 
AIRBUS WANTS 
U.S. ASSEMBLY 
LINE 
Airbus Industrie, the European 
aircraft  consortium  that  cap-
tured nearly 25 percent of the 
world market for new jetliners 
in  1986,  wants  to  set  up  an 
assembly  line  in  the  United 
States with an American aero-
space company as a partner, a 
senior Airbus executive said in 
January.  Adam  Brown,  vice 
president  for  group  strategy, 
said in an interview in Chicago 
that Airbus needed to increase 
production because of a backlog 
of orders for its A320 jet, which 
has  been  bought  by  several 
United States carriers. 
42  EUROPE 
Airbus, a consortium of aero-
space  companies  in  France, 
Germany,  Britain  and  Spain, 
thinks  component  manufactur-
ing  and  final  assembly  in  the 
United States would help tore-
duce its members' risk from the 
declining dollar, the currency in 
which  worldwide  aircraft sales 
are priced. This is the first time 
Airbus has said it wants its jets 
assembled  on  United  States 
soil,  although  American  firms 
already  produce  some  compo-
nents for Airbus planes. 
"We're looking at more than 
just  a  subcontractor,  a  tin 
bender. We're looking at some 
kind of partnership for final  as-
sembly," Brown said. He added 
that Airbus wants to exploit the 
winding down of production on 
assembly lines that make U.S. 
military aircraft.  For example, 
Lockheed is reportedly seeking 
work for its C-5 assembly line in 
Georgia, and Airbus could take 
advantage  of  the  available  jet 
assembly capacity there.  Final 
assembly might also spur more 
sales to U.S. airlines. American 
companies have already placed 
129 firm orders and options for 
the A-320. 
Brown was in Chicago to ad-
dress local  business leaders as 
part of-a  U.S.  tour  aimed  at 
telling Airbus' side of the story 
regarding  subsidies  from  its 
member states.  The  U.S.  has 
had a long-simmering trade dis-
pute with the European nations 
that finance Airbus, contending 
that massive European govern-
ment  subsidies  to  the consor-
tium's four member firms per-
mit it to sell planes at low prices 
that  unfairly  rob  sales  from 
world  leader  Boeing  and 
McDonnel Douglas. Brown said 
the  two  American  companies 
also  get  indirect  subsidies 
through military contracts from 
the Pentagon,  and  added  that 
without  Airbus,  airlines  could 
only buy from American firms, 
which  could  distort  prices.-
Reuters 
EUROPE MUST 
INTEGRATE OR 
FACE DECLINE, 
SAYS KOHL 
The  European  Community 
must integrate its trade and fis-
cal  policy  or go  into  the  next 
century  as  a  second-class  re-
gion,  German  Chancellor 
Helmut Kohl said in January. In 
wide-ranging  remarks  at  a 
press lunch, Kohl also called for 
intensified defense cooperation 
in  Western  Europe  and  urged 
the  superpowers  not  to  allow 
sticking points over verification 
to  jeopardize  negotiations  to 
ban  chemical  weapons.  Kohl, 
whose  government  took  over 
the  six-month  rotating  presi-
dency of the European Commu-
nity on January 1, said the 12-
nation  trading  bloc  was 
"approaching  the  hour  of 
truth." 
"There are twelve years un-
til the end of the century," he 
said.  "We  must  use  those 
twelve  years  profitably  if  we 
are not to enter the next cen-
tury as a second-class region." 
The next half-year,  he said, 
would be crucial to E. C. plans to 
dismantle  all  internal  barriers 
to trade by  199i~. "It is  quite 
clear to me that if we are talk-
ing about a timet1ble," he said, 
"once the internal market has 
been achieved in 1992 then the 
next step must be the harmoni-
zation of fiscal policy." An inter-
nal  market could.  not properly 
function, he added, with diverse 
tax  systems  throughout  the 
Community. 
On  defense,  the Chancellor 
said Germany was not trying to 
undermine  the  United  States' 
leading role in the North Atlan-
tic  Treaty  Organization  by 
pushing  for  closer  integration 
with France, Germany's former 
arch-foe.  "Cooperation  with 
France  is  directed  toward  a 
sensible  European  future.  It 
does not replace the U.S. pres-
ence," he said. "Perhaps others 
will  follow  us,  perhaps  even 
overtake  us,  but  we  cannot 
stand still." 
He  dismissed  suggestions 
aired  by  Britain  that a  Paris-
Bonn .uris would exclude other 
countries.  Germany,  he  said, 
wanted  the  superpowers  to 
reach accords to halve strategic 
nuclear  weapons  arsenals  and 
to  ban  chemical  weapons. 
NATO would then have to rec-
tify  Soviet  bloc  superiority  in 
conventional  forces  and  short-
range nuclear missiles, he said. 
These missiles have a range of 
less  than  300  miles  and  are 
targeted  mainly  on  East  and 
West Germany. 
"The  short-range  missiles 
are a fundamental problem for 
us but cannot be isolated from 
other  questions,"  Kohl  said. 
Eliminating one nuclear system 
without  dealing  with  imbal-
ances in others would only hin-
der security, he said, adding, "I 
think that there will  be no  de-
nuclearized Europe in the fore-
seeable future." 
Kohl  endorsed  recent  re-
marks  by  Foreign  Minister 
Hans-Dietrich Genscher implic-
itly  criticizing  Bonn's  Western 
allies  for  hesitating  over  a 
chemical weapons ban.  "I have 
no  understanding for the argu-
ment  that  chemical  weapons 
cannot be scrapped because of 
verification  problems.  What  is 
possible for  biological weapons 
is  also  possible  for  chemical 
weapons," the Chancellor said. 
Kohl, who has led his center-
right  coalition  for  more  than 
five years, said Germany would 
also seek the Community presi-
dency to seek greater contacts 
with the rest of Europe, espe-
cially the Warsaw Pact. He said 
arms control was only one ele-
ment  in  improving  East-West 
relations. "Weapons are not ei-
ther good or bad, it depends on 
the spirit prevailing at the time. 
A lasting improvement in rela-
tions  can  only  come  about 
through a fundamental founda-
tion  of  trust,"  he  said.-Reu-
ters 
BRITISH 
LABOUR 
OPPOSITION 
WARMS TO 
EUROPEAN 
COMMUNITY 
Britain's  opposition  Labour 
Party leader, Neil Kinnock, has 
signalled that his party will for the first  time  take  a  pro-E.C.  regretted  the  Administration 
line  to try to win  seats in  the  decision,  noting  that  it  is  the 
1989 elections to the European  U.S. soybean farmer's best ens-
Parliament.  In  a  letter  to  tomer. The E. C. regularly takes 
Enrique Baron, the Spanish So- between 45 and 50 percent·  of 
cialist member of the European  all  U.S.  soybeans and approxi-
Parliament who  chairs  a com- mately the same percentage of 
mittee that drafts the Socialist  soymeal. In fact, it imported 14 
manifesto  for  the  elections,  percent more beans and 21 per-
Kinnock  said  that wanted  La- cent  more  meal  from  the 
bour to use the same manifesto · United  States  in  fiscal  1987 
as  the Confederation  of  Euro- .  than in the previous year. 
pean Socialist  Parties. Labour,  While  E.C.  soybean imports 
whose  policy  is  for  Britain  to  from  the  United  States  have 
pull out of the Community, has  fallen  since  1982,  over  the 
in  the  past  drawn  up  its  own  longer  term  imports  from  all 
manifesto  for  the  European  sources  have  increased  sub-
Parliament elections.  stantially.  Community  of  Ten 
The joint manifesto is  likely  (Spain  and  Portugal  excluded) 
to reflect the European Social- imports of  soybeans  and  meal 
ist Parties' support for internal  increased by  68.6 percent be-
reforms to the European Com- tween  1974  and  1986-from 
munity,  as well as their strong  10.5 million metric tons to 17.7 
commitment to it.  million  metric  tons.  However, 
Kinnock' s letter said, in part,  the United States supplied only 
"We  must project realistic ob- 48 percent of the Community's 
jectives·  for the European Com- soybean  meal  needs  in  1986, 
munity  until  the  mid-1990s,  compared  with  76  percent  in 
when the next European Parlia- 1974. The change has been due 
ment will dissolve. We must be  to  increased competition from 
seen as  the force  of  progress  other suppliers. Brazil's exports 
and change." He  said that the  of these products to the Com-
joint  manifesto  should  devote  munity,  for  example,  have  al-
its first section to policies for a  most doubled since 1982, while 
competitive and productive Eu- those of Argentina have tripled. 
rope, in which the opportunities  It should  be  recalled  that 
presented by  a  single  internal  1982 was a record year for U.S. 
market  should  "be  subject  to  soybean  production.  It is  nor-
social control and geared to so- mal  that  exports,  including 
cial objectives." -Reuters  those to the Community,  have 
EXTERNAL 
TRADE. 
U.S. SOYBEAN 
GROUP FILES 
TRADE 
COMPLAINT 
AGAINST E.C. 
The  U.S.  Administration 
agreed in January to investigate 
a complaint filed by the Ameri-
can  Soybean  Association 
against  the  E.C.'s  oilseed  and 
protein crop subsidies. The soy-
bean  group  charged that E.C. 
subsidies  discriminate  against 
imports  of  U.S.  soybeans  and 
soybean meal, saying those im-
ports have fallen by 40 percent 
since 1982. 
The Community said  that it 
decreased since then. Further-
more,  consumption  of  protein 
foodstuffs  in the Community is 
falling because of steps taken to 
reduce both milk and beef pro-
duction,  and  this  could  affect 
future U.S. exports. 
Partly because  of  the  1973 
U.S.  embargo  on  soybean  ex-
ports,  the Community  has  de-
veloped  its  production  of  pro-
tein crops. However, its degree 
of  self-sufficiency  in  1987  for 
these  crops  was  still  only  19 
percent, and  for  soybeans and 
soymeal only 6.5 percent. 
The  American  decision 
comes more than 20 years after 
the E. C. implemented a support 
system for oilseeds and protein 
crops, and after the Community 
had  already introduced mecha-
nisms for limiting production in 
this  sector.  The  Community 
plans to promote further disci-
pline through restrictive prices, 
Simone Veil, President of European-Cinema and Television Year 1988. 
limitations on government pur-
chases and  penalties for  over-
production.  The filing  and  ac-
ceptance  of  the  American 
Soybean  Association  petition, 
however,  will  make  this  task 
more difficult,  the Commission 
believes. 
SOCIAL ISSUES 
FELLINI FILM 
WINS BEST OF 
EUROPE AWARD 
other runners-up announced in 
Brussels  by  Carlo  Ripa  di 
Meana, the E.C. Commissioner 
for  culture,  and  former  Euro-
pean  Parliament  President 
Simone Veil. -Reuters 
PARLIAMENT 
CALLS FOR 
EUROPEAN TV 
The  European  Parliament 
voted  on  January  20  to  back 
plans for a European "television 
without frontiers" which could 
allow  people  to  watch  broad-
Italian  director  Federico  casts  from  all  12  Community 
Fellini's 1963 film  "8 1/2" was  countries. The plans would end 
voted the best European film of . national barriers which limit the · 
the last three decades by a jury  ability of networks to broadcast 
of leading figures  in  European  into other E.C. countries. They 
cinema and television.  would,  however,  also  set new 
The panel, asked to pick the  standards (such as insisting that 
best twelve films  of the Euro- up  to  60  percent  of  the  pro-
pean Community's 30-year ex- grams are produced in Europe) 
istence,  selected  Frenchman  to  prevent  viewers  being 
Jean-Luc Godard's "A bout du  swamped by American imports. 
Souffle"  ("Breathless") in  sec- "It is the only means to pre-
and place. A second Fellini film,  vent our screens being invaded 
"Amarcord," was  placed  third  by  American  rna terials," 
in the European "Top Twelve"  French deputy Simone Veil told 
announced  in  mid-January  to  the  Parliament.  The  E.P. 
coincide  with  the Brussels In- agreed by  328 votes to  1  I  to 
temational  Film  Festival  and  back the plans. It has, however, 
the launch of the European Year  no power to enforce its decision 
of. Cinema and Television.  and many E. C.  member states 
"8  1/2"  stars  Marcello  are reluctant to relinquish  na-
Mastroianni, and  has  been de- tional  control  over  broadcast-
scribed as a film  about a film,  a  ing. 
dazzling and sometimes·  discon- To  promote  the  concept  of 
certing sequence of images and  Euro-television,  the  Commis-
ideas  interspersed with  some- sion is also sponsoring a Euro-
times crude flashes of humour.  pean Television Day on March 
Italian  Luchino  Visconti's  21,  when  television  stations 
"Death in  Venice"  and Swede  throughout the European Com-
Ingmar Bergman's "Fanny and  munity will present special pro-
Alexander"  were  among  the  gramming. -Reuters E 
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Europe periodically  lists books  dealing  with  Community and Atlantic topics. 
Prices are also given when known.  This presentation does not indicate approval or 
recommendations of these publications, which can be purchased or ordered from 
most booksellers. 
Crisis in the International Steel In-
dustry. Charles Owen  Verrill, Jr., Con-
ference Chairman. International Law In-
stitute, Washington,  DC,  1986.  143 pp. 
$30.00. 
Proceedings from  a conference spon-
sored by the International Law Institute 
at  the  Bellagio  Study  and  Conference 
Center in Como, Italy, August 5-8 1984. 
European Marketing Data and Sta-
tistics 1987/88. Euromonitor Publica-
tions· Limited.  Gale  Research  Co.,  De-
troit, 1987. 353 pp.  $180.00. 
Included is a pan-European profile with 
statistics on population, employment, in-
dustrial and agricultural production, liv-
ing  standards,  consumer  expenditures, 
and  other information pertinent to mar-
ket research. 
International Marketing Data and 
Statistics  1987/88.  Euromonitor 
Publications Limited. Gale Research Co., 
Detroit, 1987. 376 pp.  $180.00. 
Within  each of the twelve major sec-
tions of this volume, comparative statisti-
cal data is presented for specific factors. 
Production  statistics,  for  example,  in-
clude separate tables for  land use, live-
stock, forestry products, fuel  reduction, 
motor  vehicles, and  more.  In  contrast, 
the countries are arranged by continent 
and region, rather than in a single alpha-
betical sequence, within in each section. 
Biography  and  Geneology  Master 
Index 1988. Edited by Barbara McNeil. 
Gale Research Co., Detroit, 1987. 1,105 
pp. $220.00. 
Sources indexed by BGMI cover both 
living and deceased persons from  every 
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i  likE A  diploMATr i 
1  What sort of people need to learn a foreign language  I 
1  as  quickly and effectively as  possible?  Foreign service  1 
I  personnel, that's who.  1 
Now you can learn to speak French just as these 
1
1 
diplomatic  personnel  do-with  the  Foreign  Service 
1
1 
Institute's Basic  French  Course. 
I  The U.S. Department of State has spent thousands of  I 
1  dollars  developing  this  course.  It's  by  far  the  most  1 
I  effective way to learn French at your own convenience  I 
and at your own pace. 
I  The  Basic  French  Course  consists  of  a  series  of  I 
I  cassettes and an accompanying textbook.  Simply follow  I 
1  the  spoken  and  written  instructions,  listening  and  I 
1  repeating.  By the end of the course, you'll be  learning  1 
I  and speaking entirely in  French!  I 
This course turns your cassette player into a "teach-
1  ing machine." With its unique "pattern drill" learning  I 
I  method,  you  set  your  own  pace-testing  yourself,  I 
1  correcting errors, reinforcing accurate responses.  I 
1  The FSI's Introductory Basic French Course comes in  1 
I  two parts shipped in  handsome library binders.  Part A  I 
I 
introduces the simpler forms of  the language and a basic  I 
vocabulary.  Part  B  presents  more  complex  structures 
I  and additional vocabulary.  Order either, or save 10% by  I 
1  ordering both:  I 
1  0  Basic  French. Part A.  12 cassettes (15  hr.),  and  1 
I  1  94-p. text, $1 35.  1 
I 
0  Basic  French,  Part  B.  18 cassettes  (25  hr.),  and  I 
290-p. text, $159. 
I  (Cf residents  add sales tax.)  I 
I  I  TO  ORDER  BY  PHONE. CALL TOLL-FREE :  1-800-243-1234. I  I 
I  To order by mail, clip this ad  and send with your name  I 
I  and address, and a check or money order - or charge to  I 
1  your credit card  (VISA,  MasterCard, AmEx,  Diners)  by  I 
1  enclosing card number, expiration date, and your signature.  1 
I 
The  Foreign  Service  Institute's .  French  course  is  I 
I 
unconditionally guaranteed.  Try  it for  three  weeks.  If  I 
you're  not  convinced  it's  the  fastest,  easiest,  most 
I  painless way to learn French, return it and we'll refund  I 
1  every penny you  paid.  Order today!  1  1  130 courses  in 46  other languages  also  available.  1 
I  Write for free catalog. Our 15th year.  I 
I  BUDia-f:CIWm~  I 
\  Room 1255, On-the-Green. Guilford. CT 06437  (203) 453-9794  1 
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field  of  activity  from  all  areas  of  the 
world.  Among  the sources included are 
general  works,  both  current  and  past. 
Also included are sources in special sub-
ject areas such as literature, science and 
medicine, government and politics, busi-
ness, art, economics,  geography,  music, 
religion, and theatre and film. 
Greek Connections: Essays on Cul-
ture and Diplomacy. Edited  by  John 
T.A. Koumoulides.  University  of  Notre 
Dame Press, Notre Dame, IN, 1987. 128 
pp. 
This  series  of  essays  illustrates  the 
impact  of  Greek  civilization  beyond  its 
geographical  frontiers.  The  ideological, 
political, architectural, artistic and liter-
ary values of Greece have long been the 
admiration of other cultures and societies 
around the world.  These essays persua-
sively  demonstrate  our  extraordinary 
debt to  the world  of  Hellas  and to the 
Hellenes. 
Economic  Impact  of  Generalized 
Tariff  Preferences.  By  Rolf  J. 
Laughammer  and  Andre  Sapin.  Trade 
Policy Research Centre, London, 1987. 
90 pp. 
The authors  argue  that there is  not 
enough evidence that the GSP established 
by the EC and the United States is effec-
tive in stimulating the exports of develop-
ing  countries.  On  the other hand,  it  is 
argued that the way in which the prefer-
ences are administered reflects an over-
all  protectionist  tendency  in  developed 
countries'  trade  policies,  especially 
discrimination against the exports of suc-
cessful developing countries. 
Issues in World Trade Policy: GATT 
at  the  Crossroads.  Edited  by  R.H. 
Snape.  St.  Martin's  Press,  New  York, 
1986. 297 pp. 
This book contains a collection of pa-
pers presented at a Conference on Inter-
national Trade Problems and Policies in 
1984, at which different questions about 
the future of the world's trading system 
were  discussed.  The  authors  focus  on 
different  kinds  of  protection within  the 
GATT  system  and  examine  basic  GATT 
principles,  such  as  the MFN.  They  also 
discuss the interplay of politics, law and 
economics in trade policy, particularly in 
the  US,  and  the  effects  of  the  trade 
policies of developed countries. 
The New Thrust of the Common Ag-
ricultural  Policy.  European  News 
Agency, Brussels, 1985. 336 pp. 
This  study  reviews  the  state of  the 
main  agricultural  markets  both  within 
and  outside  of  the  Community:  dairy 
products, meat, cereals, and Mediterra-
nean  products,  while  examining  the  ef-
fect  of the decisions  made in  1983 and 
1984  by  the  EC's  institutions.  It  also 
analyses  the  reform  of  the  structural 
directives examined by EC's Agricultural 
Ministers.  Last but not least, the study 
attempts to give as accurate a picture as 
possible of the historic path taken by the 
CAP in  1984, and looks beyond the hori-
zon to try to determine in which direction 
the CAP is heading. 
The  GATT  Negotiations  and  US 
Trade  Policy.  The  Congress  of  the 
United States' Congressional Budget Of-
fice. Washington, DC, 1987. 135 pp. 
This  report provides  an  overview  of 
the trade talks of the Uruguay Round and 
examines how they might affect four sec-
tors of the US economy: high-technology 
goods,  agriculture,  mature  industries, 
and services. 
Yearbook of European Law 1986. 
Vol. n. Edited bv F.G. Tacohs. Cl::.rPnrlon 
Press, Oxford, 1987. 492 pp.  $98.00. 
This yearbook contains a collection of 
recent articles from  a  variety  of areas 
related to European Law, especially the 
law of the European Community and the 
Council  of  Europe.  It gives  surveys  of 
areas of particular interest, including the 
European  Community's  external  rela-
tions, EC Competition law, legal develop-
ments in  the Council of Europe, and the 
European Convention on Human Rights. 
Trade  Routes  to  Sustained  Eco-
nomic Growth. Amnuay Viravan, et al. 
MacMillan Press, London, 1987. 178 pp. 
This book contains a report prepared 
at the Asian-Pacific symposium on Trade 
and Economic Recovery that was held in 
Tokyo in 1986. The report focuses on the 
difficulties  in  the  international  trading 
system, on their origin and nature and on 
what might be done about them. Its cen-
tral  theme  is  the  need  to  restore  the 
systematic elements of the GATT system 
and the proposal of institutional reforms. 
Vacation Study Abroad 1988. 38th 
Edition.  Edited  by  Edrice  Marguerite 
Howard. Institute of International Educa-
tion, New York,  1987. 449 pp.  $19.95. 
This comprehensive guide to smiuner 
study abroad programs provides concise 
descriptions  of  programs  worldwide 
sponsored by US and foreign universities 
and  institutions  open  to  US  students, 
educators, and professionals. 
Foreign Trade and Investment. By 
Thomas  F.  Clasen.  Callaghan  &  Com-
pany,  Willmette,  IL,  1987.  410  pp. 
$34.95. 
This book provides lawyers and  busi-
ness people with a practical overview of 
the most common legal issues involved in 
international business. It covers imports 
and  import regulations,  export transac-
tions, the use of foreign agents and dis-
tributors, foreign subsidiaries, joint ven-
tures, licensing and technology transfers, 
foreign  investment  in  the US,  interna-
tional  dispute  resolutions  and  immigra-
tion laws. 
Contrasting Values in Western Eu-
rope. By  Stephen  Harding,  et al.  The 
MacMillan  Press,  Ltd.,  London,  1986. 
274 pp. 
This volume reports on a major inter-
national survey into the nature of values, 
attitudes  and  beliefs  in  contemporary 
Western Europe. It describes the ways in 
which  people  from  10  European  coun-
tries view important areas of their lives, 
such  as  religion,  politics,  marriage  and 
the  family,  and  work.  It also  seeks  to 
uncover the pattern of values and prefer-
ences  with  which  individuals  identify, 
consider the social context in which these 
values occur, and examine how they vary 
within the population. 
The University of the Future: The 
Yugoslav  Experience.  By  Miroslav 
Pecujlic.  Greenwood  Press,  New  York, 
1987. 197 pp. $35.00. 
This book  offers  an  insider's view  of 
higher education in a socialist country, as 
well as the opportunity to see differences 
and  similarities  in  higher  education  in 
capitalist and socialist societies. EUROPEAN  PERSPECTIVES 
A collection of studies by eminent European scholars and  experts on a wide range 
of Community topics. 
( 
~~ 
THE EUROPEAN 
MONETARY SYSTEM 
D  The European Community: How It Works. 
Examination of the institutions of the Community 
and the decision-making procedure by Emile Noel, 
secretary-general of the E.C.  Commission.  1979. 
79 pages. ISBN  92-825-1 0 15-8.  $5.00 
D  The Challenges Ahead-A Plan for 
Europe. A report on the need for economic 
planning at the European level.  1979. 80 pages. 
ISBN  92-825-1404-8.  $5.00 
D  The Community Legal Order. Introduction 
to E.C.  law for the lawyer and layman by J. V.  Louis. 
1980.  145  pages.  ISBN  92-825-1053-0.  $5.00 
D  The Customs Union of the European 
Economic Community. A basic guide to the cus-
toms legislation of the E. C.  by N.  Vaulont. E.C. 
Customs Service.  1981. 89 pages. ISBN  92-825-
19 I 1-2.  $5.00 
D  The Old World and the New Technol-
ogies. Study on the role of new information 
technologies in  Europe and the revolution in  bio-
technology.  1981.  147  pages.  ISBN  92-825-
1726-8.  $5.00 
D  The Finances of Europe. Comprehensive pic-
ture, by  Daniel Strasser, E.C. Commission director-
general for budgets, on the preparation and imple-
mentation of the budget. Also covers financial 
regulations and resources.  1981. 422 pages. 
ISBN  92-825-2072-2.  $17.00 
D  Thirty Years of Community Law. Collection 
of essays tracing the development of the Commu-
nity, its institutional structure, legislation and 
policies in  various sectors.  1983. 498 pages. 
ISBN  92-825-2652-6.  $15.50 
D An Ever Closer Union. Comprehensive politi-
cal, economic and legal analysis of the Draft Treaty 
on European Union prepared by the European Par-
liament.  1985. 345 pages. ISBN  92-825-
5220-9.  $7  .so 
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ANMR 
CLOSER UNION 
D  Moneyp Economic Policy and Europe. 
Collection of papers by  T.  Padoa-Schioppa, former 
E.C. Commission director-general for economic and 
financial  affairs on European monetary integration 
and international  monetary economics.  1984. 215 
pages. ISBN  92-825-4410-9.  $7.60 
D  The European Monetary System. Study on 
the aims, content and mechanisms of the European 
Monetary System and its operation. 1984. 
145  pages. ISBN  92-825-3468-5.  $4.50 
D  The European Communities in the Interna-
tional Order. Essays on the position of the Com-
munity in  terms of international law as the E.C.  has 
partially or fully  replaced its members states as an 
actor in  international forums.  1985.  163  pages. 
ISBN  92-825-5137-7.  $4.50 
D  The Rights of Working Women in the 
European Community. Comparative analysis of 
case-law in  national courts and the European Court 
of Justice on quality of men and women in  employ-
ment.  1985. 244 pages.  ISBN  92-825-5341-8.  $4.50 
D The Pr,,fessions in the European Commu-
nity. Discussion of Community efforts to establish 
rules for the mutual recognition of qualifications 
.  for professionals and enhance their ability to 
practice freely in  the E.C.  1982.  137 pages. 
ISBN  92-825-2791-3.  $6.00 
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Continued from  page 48. 
conclusion so that-official relations can be 
established.  The  mandate  for  negotia-
tions  of  the Community's  fourth  Lome 
Convention with the 66 associated Mri-
can, Caribbean and Pacific countries must 
be adopted. 
European cooperation in foreign affairs 
is also faced with fundamental tasks and 
challenges. The summit meeting in Wash-
ington and the treaty signed by President 
Ronald  Reagan  and  General  Secretary 
Mikhail Gorbachev on December 8 tangi-
bly manifest the new momentum in the 
dialogue between the superpowers in the 
context  of  East-West  relations.  More 
than ever, the 12 E.C. countries have to 
muster their common potential in  EPC in 
order to ensure that Europe's voice  is 
heard. 
The  Federal  Government  will  make 
every  effort  to  bring  about  palpable 
progress in developing a common Euro-
pean external policy to which the Twelve 
expressed their commitment in the SEA. It 
will make dynamic use of all provisions of 
the Act, not least those relating to secu-
rity policy.  The aim is to strengthen EPC 
as the central instrument for safeguard-
ing our external and security policy. Close 
For further information, 
please contact: 
Carol Delaney 
Center for 
Public Policy Education 
The Brookings Institution 
1775 Massachusetts Ave., NW 
Washington, D.C. 20036 
Tel: (202) 797-6094 
D Please send me further 
details on this seminar 
participation by the European Parliament  multipolar world, the dialogue with japan 
is of particular importance in this connec- and China is of eminent importance. The 
fion.  countries of the Middle East expect the 
The Community will be able to play its  E.C. to make constructive contributions. 
due role all the more actively the stron- This includes  efforts to bring about  an 
ger the foundation formed by U.S.-Euro- international  conference  for  which  the 
pean relations and the closer the rest of  Arab summit in Amman laid a significant· 
the .free,  democratic Europe is  incorpo- basis. 
rated  into  forward-looking  strategies.  At the .fourth San Jose Conference in 
Close, smooth relations between Europe  Hamburg on February 29 and March 1, 
and America are more crucial than ever.  the Twelve  continued  their support for 
In  East-West  relations,  including  the  the peace process in Central America and 
Conference on Security and Cooperation  deepened  their  economic  cooperation 
in  Europe  (cscE),  we  must  resolutely  with that r~gion. The seventh meeting of 
make use of all  rudiments of a common  the E.C.  and Asian Foreign Ministers in 
European policy for consolidation and co- Dusseldorf on  May  2  and  3  is  another 
operation and develop them further. The  illustration  of  the  intensification  of 
Twelve  must assume a  decisive  role of  interregional relations. A major objective 
their own. Special importance attaches to  is the completion of the negotiations on a 
the Vienna cscE follow-up  meeting.  To- cooperation  agreement  with  the  mem-
gether with our partners, we also want to  bers of the Gulf Cooperation Council. 
advance the Twelve's relations with the  The German presidency will continue 
Soviet Union and other countries of the  the cooperation designed to respond in an 
Warsaw Pact.  ever more extensive fashion to all exter-
The E.C.'s responsibility for  peace is  nal challenges facing the Community, in-
not confined to Europe. The Community  eluding unforeseeable ones. The Twelve 
will  continue  its  stabilizing,  peace-pro- must act wherever Europe has to share 
moting efforts in  the world's crisis-tom  responsibility  for  the  preservation  of 
regions. This applies to the Gulf and to  peace and human rights worldwide.  To-
the  Arab-Israeli  conflicts,  to  Central  gether with its partners, the Government 
America, to South Mrica and to Mghani- of the Federal Republic of Germany will 
stan. In the transition from a bipolar to a  endeavor to meet this responsibility. E 
. 
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CROSSROADS 
T 
he paramount goal pursued by the 
Government  of  the Federal Re-
public of Germany upon assuming 
the  presidency  of  the  E.C.  Council  of 
Ministers and of  European Political Co-
operation (EPC) on January 1, 1988, is to 
impart fresh impetus to the Community, 
to promote European unification  and  to 
make progress toward a European union 
on the basis of the Community's treaties 
and the Single European Act (SEA). 
Democratic Europe is at a crossroads. 
It is up to the members of the E. C. alone 
whether it makes new resolute steps to-
ward a European union or forfeits a prom-
ising future through stagnation and thus 
retrogression. In this era of fundamental 
changes and global challenges, there is a 
greater  need  than  ever  before  for  a 
united Community capable of acting and 
mastering the tasks of  the future.  The 
dynamic developments in East-West rela-
tions, enduring armed conflicts in various 
parts of the world, unsettled international 
financial markets, world economic imbal-
ances,  deep-rooted structural problems, 
high unemployment on the one hand, and 
rapid technological progress on the other, 
as well as the threats to our environment, 
call  for  common  European  efforts  and 
responses. 
The  SEA  has  mapped  out  the  way. 
Strengthening the Community's internal 
structures and  ensuring that it is  more 
capable of external action are imperative 
for  safeguarding the future of all  mem-
bers of the Community and for Europe as 
a whole.  The Federal Government will 
make every effort so that the Community 
gains  new  cohesion  and  lives  up  to  its 
responsibility for  peace  in  freedom  and 
for  economic  stability  in  Europe  and 
worldwide. 
Internally,  the  Community  recently 
faced  a severe test. Priority had to be 
Hans-Dietrich  Genscher  is  the  German  Foreign 
Affairs Minister. Germany holds the presidency of 
the E. C. Council of Ministers for the first six months 
of 1988. 
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accorded to solving  the problems  con-
nected with lasting and equitable financ-
ing, with reducing agricultural surpluses 
and  supporting  disadvantaged  regions. 
The E.C.  Commission  presented wide-
ranging  proposals in  this respect.  The 
European  Council  summit  meeting  at 
Copenhagen on December 4 and 5 made 
progress toward solutions to these prob-
lems.  The  still  unsettled  issues  were 
resolved  by  the  European  Council  in 
Brussels last month (see page 30). 
The Commission rightly chose as the 
motto for its proposals: "Making the SEA a 
The  E.C.'s  respon-
sibility for peace  is 
not confined to  Eu-
rope.  The·  Commu-
nity will  continue  its 
stab!lizing,  pea~e-pro­
motln~ efforts  1n  the 
world s crisis-torn  re-
gions. 
success." This is  also  the motto of  the 
German presidency. The main goal is to 
create a free internal market in  Europe 
by 1992. This internal market is a politi-
cal  objective.  It will  improve  the living 
conditions of people in  Europe and con-
solidate the irreversible trend toward a 
European union. 
An internal market means new poten-
tial for growth, huge cost reductions and 
prospects  of  technological  progress.  A 
grave  problem  besetting  all  member 
states for years now is that of high unem-
ployment,  especially  among  young  peo-
pie.  The  Community  can  reverse  this 
development. New permanent jobs must 
be created. For this purpose, the Commu-
nity needs the free internal market com-
prising  320  million  people.  Discrimina-
tory  regulations  and  barriers  that  still 
impede  trade  and  production  must  be 
removed. 
A  priority  objective  mu_ st  be  to 
strengthen  and  advance  the  European 
Monetary System (EMS). Europe must be 
a bulwark of economic and monetary sta-
bility  that  helps  to  stabilize  monetary 
conditions worldwide. This is an opportu-
nity that we must seize. An internal mar-
ket without a monetary union would inev-
itably  be  incomplete.  Moreover,  the 
monetary developments of recent months 
also necessitate reflection by Europe on 
its monetary policy. 
The German presidency attaches par-
ticular  importance  to  good  cooperation 
between  the  Community's  institutions. 
Close  contacts  with  the  Commission 
serve this purpose. The Federal Govern-
ment will urge that the participatory pow-
ers of  the  European  Parliament,  which 
will be elected in mid-1989 for the third 
time  in  free  direct  elections,  are 
strengthened  in  practice  and fully  ex-
ploited. 
The completion of internal reforms and 
economic  consolidation  are the  prereq-
uisites for greater scope for external ac-
tion by the Community. The Community 
is an entity in its own right in the world 
economic and political affairs. Its voice is 
heard  and  heeded.  This  gives rise  to 
global  responsibility.  Living  up  to  this 
responsibility is simultaneously a decisive 
contribution  toward  safeguarding  Eu-
rope's future.  At  the Western economic 
summit  in  Toronto,  we  shall  strongly 
present the E.C.'s views and interests. 
In the Community's external relations, 
too, important tasks will have to be tack-
led  during  the German  presidency.  To-
gether with the United States and Japan, 
the  Community  must  safeguard  free 
world  trade  and  oppose  protectionism. 
The acid test of this is the Uruguay round 
of  General  Agreement  on  Tariffs  and 
Trade (GATT)  negotiations.  We  shall fos-
ter cooperation with the European Free 
Trade  Association  (EFTA)  countries  and 
strive  for  the  creation  of  a  European 
economic area parallel to the completion 
of the internal market. 
The Community wants to develop fur-
ther its bilateral relations with the East-
ern European countries. We wish to bring 
the negotiations with the Council for Mu-
tual Economic Assistance (Comecon) to a 
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